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PRI E R

DEAR STOCKHOLDERS

Meeting the challenge of change is what we're all about at Playtex. More than 2,500 years
ago, the Greek philosopher Heraclitus noted that “nothing endures but change.” These words
are as true today as when they were first written.

Everything in our world seems to change ali the time.

Consumers develop new needs, and they expect | “Nothing endures but change.”
more from the products they buy. How consumers

Heraclitus
Neil P. Defeo get their information is certainly changing. Our
Chairman of the Board, retail partners are always developing new ways to build their businesses, and they want us to
Presiclent and assist them through our products. Meanwhile, our competition is forever changing.
ief Executive Officer

We must meet these challenges if we are to succeed. That is what we did in 2006.
We improved nearly all aspects of our business and, in the process, delivered growth for the third year in a
row. Perhaps even more important, we built our capabilities in nearly every area of the Company, to enable
sustained success.

Once again, it was the dedication and efforts of our Associates that made this possible.

2006 - Another Year of Growth

We again met, and in many cases exceeded, the financial goals we had set for ourselves for 2006, Here are some of
the highlights:

* Net sales of our retained brands' grew for the third consecutive year, reaching an all-time high of $636.1 million.
Importantly, the rate of growth year-over-year accelerated to 7% in 2006 from 3% in 2005.

* Gross margin, excluding charges and gains!, improved to 54.0% of net sales in 2006 from 53.5% in 2005, despite
raw material price increases. Fiscal 2006 was our third consecutive year of gross margin improvement, reflecting
continued benefits from our divestiture of under-performing brands and our previous restructuring efforts.

2 * Operating income, excluding charges and gains', totaled $107.4 million in 2006. While this was only slightly
ahead of the $106.8 million reported for 2005, the latter result included $8.4 million in operating income from
brands we divested in late 2005. So on a comparable basis, operating income increased 9% in 2006.

NS

* Net income, excluding charges and gains!, grew by 26% to $32.5 million, or $0.51 per diluted share. This
improvement reflects the growth of the business combined with reduced interest expense.

* The divestiture of under-performing brands at the end of 2005 worked as planned, providing cash to pay down
debt while allowing us to focus on our core categories.

* We paid down $106.3 million of debt in 2006, continuing our aggressive repayment efforts. Interest expense for
the year was down 15%, or $9.6 million, from 2005.

* We more than doubled the number of new products we launched, which helped accelerate sales growth.

L)

* We built market share in 2006 in most of our product groups, including sun care, hand and face wipes, baby
bottles, diaper disposal, children’s cups, mealtime products and pacifiers. This share growth is encouraging, as it
{ indicates that consumers are responding positively to our marketing strategies and new products.
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Feminine Care Highlights

Change certainly put its stamp on our Feminine
Care segment during 2006. For many years, this
had been a category where change had come
slowly. Last year, however, was different. While
our sales for 2006 were flat with the prior year,
this outcome does not really tell the story.

We faced heavy competitive activity, including a
major competitive restaging, and we continued to
face increasing raw material prices. We countered
these developments by introducing new marketing
programs in several areas; launching Playtex Sport,
a revolutionary new product; and taking a price
increase by reducing the tampon count in some of
our packages.

Operating margins for the year were down slightly,
largely reflecting the start-up costs associated with
Playtex Sport and costs related to the packaging
changes associated with the tampon count change.

We are dedicated to bringing consumers the best
products in the Feminine Care category, and we
believe our current offerings meet this standard.
While our market share declined slightly for the
year as a whole, the recent figures for the end of
2006 and early 2007 are encouraging, indicating
that we have begun to grow due to the launch of
" Playtex Sport.

Skin Care Highlights

Our Skin Care category achieved strong growth
in 2006, Net sales increased 18% as results
strengthened for each of the brands within
the category—Banana Boat, Wet Ones and
Playtex gloves.

In the Banana Boat sun care ling, we were able
to build sales and share by introducing a number
of new products, including new spray mist and
patent—pending tear-free children’s products.
Sun care sales also benefited from a significant
reduction in Banana Boat returns as a result of
continued better business practices. Sales of Wet

Making Your Life Better Everyday.

Ones hand and face wipes grew as a result of
continued growth in distribution and the launch of
several new products during the year. Glove sales
grew as a result of solid marketing plans executed
throughout the year.

Operating income in the Skin Care category grew
by 29% from 2005 thanks to the sales gains across
the category, and the fully annualized effects of
buying back the remaining Banana Boat distributor
rights and moving glove production to Malaysia in
mid-2005.

Infant Care Highlights

We launched new products in nearly every subgroup
of this category last year. Among the offerings were
the new Diaper Genie II, a new line of pacifiers,
several new cups, a full line of infant and toddler
feeding products under the Baby Einstein™ name,
and a full line of breast care items including breast
pumps and related products. While total Infant
Care sales grew 4% for the year, this increase does
not fully reflect the impact of the new products
launched late in 2006.

We are pleased that we gained market share
during 2006 in many of our Infant Care product
lines, including hard bottles, cups, mealtime items,
pacifiers and diaper disposal products.

Strategy Update

Two years ago, we introduced a new growth strategy
for the Company. As you may recall, we said our
strategy would focus on five key areas—people, core
categories, cost control, accelerated innovation and
international growth and acquisitions.

We made real progress in each of these areas
in 2006. The first area, people, received major
attention. We improved our performance review
systems and moved 100% of our Associates into
a pay-for-performance program. We also added a
Company-wide training and development program,
requiring all Associates to receive at least 40 hours




of training per year. At the same time, we improved
our manufacturing safety record with an accident
level well below industry norms.

We believe that one measure of our success as a
company is our contribution to the communities we
serve. Therefore, in 2005 we established the Playtex
Cares Foundation—an independent foundation
with a board made up of a cross section of Playtex
Associates. The Company contributes yearly to
the Foundation depending on its profits, and the
Foundation makes grants to qualified non-profit
organizations which support our core categories
as well as those charities that Playtex Associates
support by donating their time and efforts.

The Foundation, as well as our corporate giving
program, is an important part of our efforts to focus
on people.

As for the second element of our strategy, 2006 was
the first full year in which we focused exclusively on
our core categories (having divested certain non-
core brands in 2005). The success of this approach
is shown by the faster growth we achieved in our
sales in 2006.

We continued to emphasize cost containment,
the third element in our strategy. During 2006, we
were able to offset many of the raw material cost
increases we faced with aggressive cost-savings
programs throughout the Company.

The fourth part of our strategy, accelerated
innavation, also yielded excelflent results: We more
than doubled the number of new products launched
in 2006 versus the prior year. New product sales
increased, as a percentage of total net sales, to the
mid-twenties in 2006 versus the mid-teens in 2005,
exceeding our goal for the year.

Finally, we achieved significant gains in the
international arena, where our business grew at
nearly double the pace of the rest of the Company.

We continue to look for acquisition candidates in
order to grow income at a more robust pace. We
hope to have news on this front during 2007.

Looking Ahead

Meeting the challenge of change will again be
on our agenda in the coming year. We do not
expect the rate of change to lessen. However, the
Company is in stronger shape, both financially and
operationally, than it has been in many years, and
we believe we have the right strategy to keep us on
our upward track.

We aiso are blessed with a team of creative and
dedicated Associates. It continues to be an honor to
work with such talented people. | want to thank all
of our Playtex Associates for their commitment and
hard work. 1 also want to thank you, our stockholders,
for your continued support.

Sincerely,

Neil P. DeFeo
Chairman, President and
Chief Executive Officer
March 14, 2007

' Excludes certain charges and gains as outlined in “Consolidated
Non-GAAP Financial Measures” included elsewhere in this

Annual Report.

Excludes sales of Woolite, which was sold in late 2004, and sales of
our other non-core hrands, which were sold in late 2005,

Note: This stockholder letter contains non-GAAP financial measures
within the meaning of Regulation G promulgated by the Securities
and Exchange Commission. Included in this Annual Report is a
reconciliation of these non-GAAP financial measures to the most
directly comparable financial measures calculated in accordance with
GAAP. In addition, certain statements within this stockholder letter
and Annual Report are forward-looking statements. For a description
of certain factors that could cause aciual results to differ from those
implied by such statements, see the Annual Report on Form 10-K
included herein.
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feminine care

Feminine Care net sales were $229 million in 2006. While
Feminine Care was overtaken as the Company’s largest
segment by Skin Care in 2006, the segment still drives the
most profit for the Company - generating $69 million in
operating income during 2006.

The Feminine Care segment includes three tampon brands
including the new Playtex Sport and Playtex Gentle Glide
plastic applicator tampons, and Playtex Beyond cardboard
applicator tampons.

The Company launched a major innovation in the category,
Playtex Sport, in the third quarter of 2006. This unique tampon
features a breakthrough in design with a Precise Placement
applicator with a patented contoured tip and no-slip grip.

The Company continues to be a leader in the faster
growing plastic applicator tampon category. Attesting
to their popularity, consumers purchased over 1 billion
Playtex tampons during 2006.

Playtex also sells Personal Cleansing Cloths in various formats
including new single, individually wrapped cloths, under the
Petals brand name. Cleansing cloths was Feminine Care’s

fastest growing product category in 2006, with sales growth
well into the double digits.
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skin care |
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Skin Care, the Company’s fastest growing segment, became
Playtex’s largest segment during 2006, with $231 million in
net sales—up 18% versus the prior year. Skin Care operating
income grew at an even faster pace than sales, 29%,
increasing to $56 million.

Within the Skin Care segment, Playtex has three major
brands including #2 Banana Boat sun care, #1 Wet Ones
hand and face wipes, and #1 Playtex gloves.

Banana Boat sun care net sales and operating income grew
in the double digits during 2006. This growth was mainly
driven by new product innovation including Banana Boat
UltraMist sprays and Tear-free products backed by increased
advertising and promotional investments.

Net sales and operating income also benefited from
continued business improvements from the reduction in sun
care returns, and the buy-back of distributorship rights in key
geographic regions, which was completed in 2005.

Wet Ones hand and face wipes also grew well in 2006,
benefiting from strong marketing plans and increased
distribution at retail. Wet Ones launched several new

products during the year including Wet Ones Big Ones,
Wet Ones Qutdoors and Wet Ones Fresh n” Flush singles.

Playtex gloves net sales and operating income grew
during 2006 due to strong marketing programs.
Cloves margins improved in 2006 due to
the relocation of gloves manufacturing
to Malaysia in 2005.
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infant care |

Playtex Infant Care net sales were $176 million and operating
income was $43 million in 2006. Infant Care posted its
strongest growth in years with sales up 4% in 2006, driven
by major new product launches. Nearly ali of the Infant Care
product categories gained market share at retail in 2006, further
solidifying Playtex’s leadership position.

Playtex Baby is the U.S. market leader in feeding products
with a full line including the Playtex nurser disposable bottles,
Playtex VentAire reusable bottles, Playtex children’s drinking
cups, Playtex pacifiers, and Nursing Necessities breast-care and
breast-feeding products.

During 2006, the Company launched several new
Playtex Baby products in infant feeding including a
comprehensive mealtime line under Disney’s Baby Einstein™
brand name, new pacifiers, a full fine of breast-feeding and
related products under the Nursing Necessities brand name,
and others.

Also included in the Company’s Infant Care segment is
the #1 diaper disposal brand— Digper Genie—and the
Playtex Hip Hammock child carrier. The Company sells the
original Digper Genie Twistaway unit and the new Diaper
Genie it unit along with refills for both systems. The new
and improved Diaper Genie If system, which consumers
strongly prefer, was launched mid-year, successfully
driving improved business trends for this brand.
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BOARDIGHDBIREGIORS

Neil P. Defeo
Chairman, President and
Chief Executive Officer,
Playtex Products, Inc.

Herbert M. Baum

Lead Director,

Playtex Products, Inc. and
Director, PepsiAmericas,
Meredith Corporation and U.5. Airways

Michael R. Eisenson

Managing Director and

Chief Executive Officer,
Charlesbank Capital Partners, LLC

Ronald B. Gordon
Director,
Prestige Brands Holdings, Inc.

R. leffrey Harris
Director,
AMN Healthcare Services, Inc.

C. Ann Merrifield
President
Cenzyme Biosurgery

Susan R. Nowakowski
President,
Chief Executive Officer, and Director

AMN Healthcare Services, Inc.

Douglas D. Wheat
Chairman,
Foxbridge Partners, LLC

Nick White
President and Chief Executive Officer,
White and Associates

GEORPORATHINEORMATION

Investor Information

Investment professionals and stockholders
should direct inquiries to Laura P. Kiernan
our Vice President, Investor Relations at:
300 Nyala Farms Road

Westport, CT 06880

Phone: (203) 341-4017

Fax: (203) 341-4039

Stock Transfer Agent and Registrar
Playtex Products, inc.

c/o Mellon Investor Services LLC
P.O. Box 3315,

South Hackensack, NJ 07606

(800) 8519677
www.melloninvestor.com

Independent Registered Public Accounting Firm
KPMG LLP

3001 Summer Street

Stamford, CT 06905

Dividends

No cash dividends have ever been paid on our stock. We are
restricted in our ability to pay dividends by the terms of our
debt agreements.

Certifications

Qur Chief Executive Officer and Chief Financial Officer have
furnished the Sections 302 and 906 certifications required by
the SEC in our Annuai Report on Form 10-K. In addition, our
Chief Executive Officer has certified to the New York Stock
Exchange (NYSE) that he is not aware of any violation by us of
NYSE corporate governance listing standards.

Form 10-K

A copy of our Annual Report on Form 10-K for fiscal 2006

is included in this document. Additional copies may be
obtained by visiting the Investor Relations section of our web
site, www.playtexproducts.com or by contacting our Investor
Relations Department at (203} 341-4017.

Corporate Offices
Playtex Products, Inc.
300 Nyala Farms Road
Westport, CT 06880

Stock Listing
Shares of Playtex Products, Inc. Common Stock are traded on
the NYSE under the symbol PYX.

Annual Stockholder Meeting

The annual meeting of stockholders will be held on
May 2, 2007 at 9:30 a.m. Eastern Time ,

at the corporate headquarters:

300 Nyala Farms Road

Westport, CT 06880

Consumer Inquiries

inquiries about our products should be addressed to:
Playtex Products, Inc.

Consumer Affairs Department

75 Commerce Drive

Allendale, N] 07401

(800) 222-0453

E-mail: consumer. affmrs@playlex com

Web Sites
www.playtexproducts.com
www.playtexbaby.com
www.playtextampons.com
www.playtexsport.com
www.playtexbeyond.com
www.bananaboat.com




- - Reconciliation of Results

~

L

“As Reported” in accordance v December 30, 2006 December 31, 2005 .
with GAAP to Results ) Excluding Excluding
“Excluding Changes/Gains™V, As ' Charges Charges As Charges <" Charges
‘anon-GAAP measure Reported  /Gains®” - /Gains Reported  /Gains® - . -/Gains
Net sales:
Feminine Care. ... ... e e $229422 % — $229422 $229729 % —  $229.729
SkinCare ... i 230,796 — 230,796 195,729 — 195,729
' InfantCare ........... i 175,930 — 175,930 169,793 — 169,793
Subtotal .. ... ... ., 636,148 — 636,148 595,251 — 595,251
“Divested ... e — — ! — 48,555 — 48,555
- Totalnetsales............... ...l 636,148 — 636,148 643,806 — 643,806
Costofsales. .. .......... i 202,323 — 292,323 300,988 {1,895} 299,093
- Grossprofit ... 343,825 — 343,825 342,818 1.895 344,713
Operating expenses: ' o
Selling, general and administrative. .. ....... TP 233,898 — 233,898 233,996 1,125 235121
Restructuring, net .. ... .. ... ................. (357 357 — 4,224 (4,224) —_
Loss on impairment of intangible assets ........... —_ — — — w— it —
!}mortization of intangibles ............ o 2,575 —_ 2,575 2,822 — 2,822
- Total operating expenses . . .................. 236,116 357 236,473 241,042 (3,099) 237,943
Gain (loss) on sale of certainassets . ................ 2,344 (2,344) — T (2,421) 2,421 —
. Operating income:
FeminineCare. . ...... ... ... i ininnain, 69,469 — 69,469 73,156 — 73,156
SkinCare........... . 55,508 —_ 55,508 43,121 —_ 43,121
InfamtCare ... 43,284 — . 43,284 44,685 — + 44 685
COMporate ......ovvveiii i (58,208) (2,701) {(60,909) (69,968) 7,415 (62,553)
Subtotal ....... .. ., 110,053 (2,701) 107,352 90,994 7,415 98,409 -
Divested ... ... .. ... .. . . . — — — 8,361 — 8,361
. Total operating income .................... 110,053 (2,701) 107,352 99,355 7,415 106,770 -
interestexpense,met ........... ..., 54,796 — 54,796 64,396 —. 64,396,
Expenses related to retirementof debt ... ........... .. 7.431 (7,431) — 11,866 (11,866) —
OIheT eXPeNSE . . oot et e 69 — 69 21 — 21
Income before income taxes ................ 47,757 4,730 52,487 .23,072 19,281 42,353
Provision forincome1axes .. ............c.cvuun... . 17,553 2,421 19,974 T 10,544 5,91.4 16,458
O Netimcome. ..o $ 30204 "§ 2309 3 32513 $ 12528 8§ 13367 ‘s 25895
Diluted EPS. ... .. ... e S $ 048 $ 0.51 $ - 020 - $ .04]
- The table below reconciles EBITDA
to net income, the most directly
comparable GAAP measure )
Netincome. ..ottt $ 30,204 $ 32513 || $ 12,528 '§ 25895
Provision for income taxes . .. ..o ...t 17,553 19,974 10,544 16,458
Imterestexpense,net . ... ... L. i 54,796 54,796 64,396 64,396
Amortization of intangibles .. ............ T 2,575 2,575 2,822 , 2822
DEPreciation ... ...\vrrerssineaeeereannn, " 14,806 14,806 15,784 15,784
EBITDAM . ... i i, $119,934 § 124,664 $106.074 $ 125,355
Credit Statisti _
Longtermdebt ....... .. ... ... ... $578,929 $ 578,929 $685,190 § 685,190
- Leg_s: cash and cashequivalents . ..........0......... 28 440 28,440 94,447 94,447
Netdebt, ............. i i $550.489 $ 550,480 $590.743 $ 590,743
" caeLeverageratio™ ... ... .
’ ‘Netdebt to EBITDA) .. ........ . ..., 2 4.6% - 4.4x 5.6% 4

PLAYTEX PRODUCTS, INC. .

: CONSOLIDATED NON-GAAP FINANCIAL MEASURES'
{In thousands, except per share data)

Welve Months Ended

See accompanying Notes to Consolidated Non-GA AP Financial Measures on the following pages.




PLAYTEX PRODUCTS, INC.

CONSOLIDATED NON-GAAP FINANCIAL MEASURES (Continued) A
(In thousands, except per share data)
Reconciliation of Results ” . S ._Twelve Months Ended -
“As Reported” in accordance T December 25, 2004 December 27, 2003
with GAAP to Results . . Excluding : Excluding
. “Extluding Chanpes/Gains™, - .- As * Charges Charges As Charges Charges
. anon-GAAP measure - - 4 Reported  «/Gains® /Gains Reported  /Gains®™ /Gains
‘Net sales: ' co ' ' _ .
Feminine Care, . ....................... SR $227057 § _ §227,057. | 8213326 _ § — $213326
SkinCare ... i i 183,308 .- — 183,308 162,951 — 162,951
InfantCare ........... S S, e R 165,964 — 165,964 165,849 - — 165,84%
Subtotal ........... e N 576,329 — 576,329 542,126 — . 542,126
Divested ......... PN 90,567 —_ 90,567 101,748 - — 101,748
Total net sales. ..., . 666,896 — 666,896 643,874 — 643,874
Costofsales. ..:............... e e 323,157 — 323,157 317,301 — 317,301
Gross profit ........... A e 343,739 — 343,739 326,573 — 326,573
Operating cxpenses: . - C
Selling, general and administrative. ... ... . e 241,428 (3,479 237,949 235,963 (3,060) 232,903
Restructuring, net .. .............c...... . 9,969 . (9,969) — 3,873 {3,873) —
Loss on impairment of intangible assets ........... 16,449 (16,449) — — — —
Amortization of intangibles .............. e 1,293 — 1,293 903 — 903

) . Total operating expenses . . .................. 269,139~ (29,897) 239,242 240,739 - {6,933) 233,806
Gain (loss) on sale of certain assets "..... e ........ : 56,543 (56,543) — — — —
Operating income: . .

Feminine Care........... P e 69,090 — 69,090 66,613 _— 66,613
SkinCare.....0........... e 33,402 —_ 33,402 19,328 S— 19,328
InfamCare .................... e 44 837 - 44,837 43,530 — 43,530
COrporate ... ....enee i s (27,643) (26,646) {54,289) (56,086) 6,933 (49,153)
Subtotal ... ... B P © 119,686 - (26,646) 93,040 73,385 6,933 80,318
DIVESted v eieei e P 11,457 —_ 11,457 12,449 — 12,449
Total operating income  *.............ohaiin 131,143 {26,646) 104,497 5,834 6,933 92,767
Interest expense,nel . .................... e 69,561 - — 69,561 55,038 — 55,038
Expenses related to retirement of debt, net  ........... 6,432 (6,432) — - —_— -
Other expense® ........... ST 353 — 353 1,975 — 1,975
" " Income before income 1aXes - .o i iuan..s 54,797 (20,214) 34,583 28,821 6,933 35,754
‘(Benefit) provision for income taxes .. ... ... ... ... (710) 14,331 13,621 10,589 2,739 13,328
] Net income. ... .... R R EETTRrY § 55507 ${34,545) § 200962 $ 18232 § 4,194 $.22426"
Dilwed EPS. .. ............... e 3 091 ¥ 034 $ 030 £ 037
The table below reconciles EBITDA
to net income, the most directly
~ comparable GAAP measure ' - : .

v NetICOME. oot e DTS D $ 55,507 $ 20962 $ 18,232 . § 22426
(Benefit) provision for income taxes . ... ............. (710) - 13,621 10,589 : 13,328
[nterest expense,net . .......... e 69,561 29g16) T 69,860 55,038 [,975“" 57,013 .
Amortization of intangibles ’ 1,293 1,293 903 S v 903
Depreciation ,................. T - 14,768 14,768 14,102 ‘ l4,102’

EBITDA™. ... .. i P $140,419 $120504° |l § 98,864 $107.772
Credit Statisti ) o _ . .
Long-termdebt ..........covviininnnnnan, el $800,000 $ 800,000 $793,250 $ 793,250
Less: cash and cash equivalents . .. .......... RPN 137,766 -, 137,766 - 27,453 27453

Netdebl............coiiiiiiiires oo, 662,234 $ 662,234 $765,797 § 765,797
Leverageratio™ ... .. ... ... i e 4.7x 5.5x 7.7% 2.1x

(Netdebt to EBITDA) . .. .. .. e

See accompanying Notes to Consolidated Non-GAAP Financial Measures on the follqwi-ng. péges.

a




PLAYTEX PRODUCTS; INC.

“ 4. - NOTES TO CONSOLIDATED NON-GAAP FINANCIAL MEASURES

(1) ~ We have presented the “Charges/Gains” and “Excluding Charg,es/Gams columnar informatijon, as we belteve
Tt prov:des securmes analysts, investors and other interested parties with more insight as to certain srgmﬁcant
" events and transactions that occurred during the fiscal periods presented that may or may not be recurring
in nature. We believe the presentation of this data provides the reader with a greater understandmg of the
- ~tmpact of certain items on specific generaily accepted accounting principles in the United Slates‘(-‘:‘_GAAP“)
measures, including net income, operating income and gross profit. Management utilizes this information to
better understand,its operating results as well as the tmpact and progress on certain strategic initiatives. The
columnar information under the caption “Charges/Gains” and “Excludmg Charges/Gains” are not’ substitutes

for analysns of our results as reported under GAAP and should only be used as supplemental mformatlon

. (2) The year ended December 30, 2000, 1ncludes the followmg charges and gains: e
.- ® A gain‘on sale of certain real estate of $2.3 million ($2.0 million net of tax) which reﬂeets the partial
+utilization of the capital loss carryover generated in the non-core asset sale in 2005; Coe
“t1.eAn ad]ustment to reduce our estimated restructuring costs of $0.4 million; and R
- & Premiums of $6.0 million, and a write off of $1:4 million of unamoertized deferred financing fees relatmg to
.~ 'the repurchase of $100.3 million principal of our 8% Senior Secured-Notes due 2011 (*8% Notes") and 9 %%

Semor Subordinated Notes due 2011 (9 %% Notes™),
(3) The year ended December 31, 2005 1neludes the following charges and gams

', . Restruetunng eharges of $4.2 million and $1.9 million of other related costs: included in cost of sales and
approximately $0.1 million of other related costs in selling, general and administrative expense {(“SG&A”");
¢ ‘Income of $1.2 million for net legal settlements included in SG&A;
. A loss on thesale of certain brand assets of $2.4 million. We established a valuation a]]owance equal to
the tax benefit generated by this loss, as we have no offsetting capital gains. In addition, the sale -of the
. brand assets required us to record tax expense of $8.8 million and establish a tax liability, the majority of
which is deferred, for the remaining book basis versus tax basrs difference on certain assets and  purchased
goodwill; " :
. Premlums of $9 8 mtlllon and the write off $2.1 mllllon of unamortlzed deferred ﬁnancmg fees relating to
" the repurchase of $120.8 million principal of our 8% Notes; and
o A tax benefit of $6.8 million to reflect the reduced tax rate associated with_the special repatnatlon of
" undistributed carnings from two ‘of our foreign subsidiaries under The American Jobs Creatlon Act of
2004 -

; (43  The year ended December 25 2004 mcludes the followm;:, charges and gams

* Restructuring related charges of $3.1 million, included in SG&A, associated with the Company’s operational
" restructuring initiated in 2003 and $10.3 million of restructuring and related charges for programs initiated
in 2004, of which $0.4 million are included in SG&A; . .

- e An-asset 1mpa1rment charge of $16.4 million to write- down of two trademarks due to a change in the
competitive environment and a strategy shift related to our non-core brands. Both of these trademarks were
sold as part of the divestiture of the non-core brand assets.in 2003;

* A gainon the sale of Woolite assets of $56.5 million;

e A write-off of $6.7 million of unamortized deferred financing fee: related to our debt refmancmg in February
2004;

+ A gain of $0.5 million associated with the repurchase, on the open market, of $10.0 million principal amount
of our 9%% on February 19, 2004. This gain was parually offset by approximately a $0.2 mllhon write-off
of unamortized deferred fi inancing fees; and

* A $17.8 million tax benefit as a result of the utilization of a capital loss carryforward related to the Woolite
sale and a tax benefit of $2.8 million resulting from the favorable settlement of tax audits.

——r———— e . — —-
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PLAYTEX PRODUCTS, INC.

NOTES TO CONSOLIDATED NON-GAAP FINANCIAL MEASURES (Continued).

The year ended December 27, 2003 inclides the following charges and gains:

. Restructurmg related charges of $3.9 million and other related expenses of $0.7 million {in SG&A) related
_to the Company’s operational restructuring; and .

e The Company incurred $2.3 million (in SG&A) of expenses associated with.its strategic alternatives
review. -

Represents fees associated with our now termmated receivables facility included in other expense.

EBITDA represents net income before mterest income taxes, depreciation and amortization. We believe that
EBITDA and EBITDA “excluding charges/gains” (see Note (1) above), are performance measures that provide
securities analysts, investors and other interested parties with a measure of operating results unaffected by
differences in capital siructures, capital investment cycles and ages of related assets among otherwise
comparable companies in our industry. We also use EBITDA for planning purposes, including the preparation
of annual operating budgets, and to determine levels of operating and capital investments. We believe issuers of
“high yield” securities also present EBITDA because investors, analysts and rating agencies consider it useful
in measuring the ability of those issuers to meet debt service obligations. We believe EBITDA is an appropriate
supplemental measure of debt service capacity because cash expenditures for interest are, by definition,
available to pay interest, and tax expense is inversely correlated to interest expense beCause tax expense goes
down as deductible interest expense goes up; depreciation and amortization are non-cash charges. EBITDA has
limitations as an analytical tool, and you should not consider it in isolation, or as a substitute for analysis of our
results as reported under GAAP. Some of these limitations are:

s EBITDA does not reflect our cash expenditures, or future requ1rements for capltal expenditures or
contractual commitments;

» EBITDA does not reflcct changes in, or cash requirements for, our working capital needs;

» EBITDA does not reflect the significant interest expense, or the cash requirements necessary to service
interest or principal payments, on our debts; '

e Although depreciation and amortization are non-cash charges, the assets being depreciated and amortized
will’often have to be replaced in the future, and EBITDA does not reflect any cash requirements for such
replacements; and

e Other companies in our industry may calculate EBITDA differently than we do, llmltmg its usefulness asa

. comparatlve measure,

Because of these limitations, EBITDA should not be considered as a measure of discretionary cash available
to us to invest in the growth of our business. We compensate for these limitations by relying. pnmarlly on our
results presented in accordance GAAP and using EBITDA only supplementally.

The Leverage Ratios of Net Debt to EBITDA and Net Debt to EBITDA Excluding Charges/Gains are calculated
by dividing the Company’s Net Debt at period then ended by the associated EBITDA measure on a trailing
12-month basis. This ratio of Net Debt to EBITDA is a credit metric commonly used by investors and credit
agencies as an indicator of financial risk, including a company’s ability to repay or refinance its debt obligations.
This ratio as defined above may not be similar to measures used by other companies, is not a’measurement
under GAAP and should be considered in addition to, but not as a subsmutc for, the information contained in
our consolidated financial statements.
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PART I

" Item 1. Business - . ‘ , . . ..

~A.  General . ) B . - - oL

We are a leading manufacturer and marketer.of a dwersrfted portfollo of well —recognized branded Sonsumer
products. Our Company was founded in 1932 as The International Latex Company (later International Playtex) as
a manufacturer using latex—based technology. ‘We introduced our first latex gloves in 1954 and acquired a tampon
manufacturer in the, mid-1960’s, in addition to introducing our first disposablé baby bottles and nlpplcs ‘In 1988,
our women’s apparel operations were spun off and sold to a third party. During the mid/late 1990’ s;we made a serles

_ of acquisitions, which have enhanced and diversified.our product portfolio,.including Banana Boat, Wet Ones, and

Diaper Genie. Throughout our history, Playtex has grown lhrough industry leading product innovation and portfolio
enhancing acquisitions of ]eadmg North Amerlean brands mcludmg

"

® Playtex Feminine Care produets, - #o-e  Wet Ones pre—morstened towelettes
s Playtex Infant Care products, ... .~ . T's Banana Boat Suir Care products, and

e Diaper Genie diaper dfsposal systems; - » ¢ Playtex Gloves.

B. Recent Developments

v

In recent years, we have focused on our three core categories: Feminine Care, Skin Care and Infant Care. As

. aresult, in 2004 we sold certain brand assets related to the Woolite rug and uphoistery cleaning business. This sale
resulted in a book gain of $56.5 million on net proceeds of $59.9 million. In 2005, we sold certain’ assets related to

the Baby Magic, Mr. Bubble, Ogilvie, Binaca, Dorothy Gray, Dentax, Tek, Tussy, Chubs and Better Off brands, all of
which were eon51dered to be non-core brands under our strategy to focus on our core categories. This sale resulted
in a net book loss of $2.4 miltion on net proceeds of $55.7 million, | .

A

In February 2005, we, announced a realignment-plan (2005 Reallgnment) to improve focus on our core
categories, reduce organizational complexity and obtam a more competltlve cost structure. This was a continuation

.of our operanonal restructuring that began in late 2003.

These initiatives included:

. Consolldahon of the U.S./International divisionai structure in favor of a product category structure,’

. Reallgnment of the sales and marketing orgamzanons and related support functions, and

¢ Rationalization of manufacturing; warehousmg and office facrllttes 1nclud1ng the outsourcing of gloves
production to Malaysia, the dtscontmuatlon of manul‘acturmg m Canada and a reductlon in the corporate
headquarters office spacc

We esttmate that the total savms,s resulting from the 2005 Realtgnment mmanve of approxlmately $23 mllllon

were realtzed in 2006. These savings were used, in part, to ﬁnance further. brand investments mcludmg mereased._
A advcrttsmg, sales promotion and new product development, Total costs mcurred to lmplement the 2005 Realtgnment ’
_'program were approximately $16 million. See Note 3 to our consolidated financial statements in this Annual Report

on Form 10 K

As part of this reahgnment we- completed the sale of certain real estate in the fourth quarter of 2006 ‘We

'reeorded a gain of $2.3 million ($2.0 million net of tax), which reﬂects the partial utilization of the capttal loss

-

- carryover generated from the sale of certain non:core brand assets in 2005. o

We have also focused .on debt reducnon in tecent years Over the last two years wé have repurchased more

than $220 million of our fixed rate notes in the opén market and subsequently retired these notes. The proceeds
from the sale’of the non-¢ore brand assets mentioned above coupled with our operating cash flow provided the funds

: needed to execute our debt reductton program. Thls remains an important part of our.overall strategy.

" We also consider selective acquisitions in our core. categorles an important part of our strategy. In 2005 we
completed the acquisition of certain distribution rights associated with our Banana Boat product for $32.5 miliion.
These acquisitions give us full control over the Banana Boat franchise and reduced complexrty related to management

" of third-party distributors.




On April 20, 2006, we announced that our Board of Directors had authorized a stock buy—back program to
allow for the repurchase of up to a maximum of $15 million of Company common stock from time to time in open
market or privately negotiated transactions during fiscal 2006 to allow us to mitigate the dilutive impact of our equity
compensation programs. Under this program, we repurchased one million shares at a total cost of 311.6 million,
which amount is recorded as treasury stock on the Consolidated Balance Sheet. The objectives of this program were
satisfied and the program expired at December 30, 2006.

On February 15, 2007, we announced that our Board of Directors authorized a new stock buy-back program
similar in nature and purpose to the 2006 program, which allows for the repurchase of up to a maximum of $20 million
of our common stock during fiscal 2007. The stock repurchase program is subject to prevailing market conditions and
other considerations including restrictions under our revolver and debt indentures.

C. Business Segments

We are organized in three core business segments: Féminine Care, Skin Care and Infant Care. We have
grouped our brands divested in prior years as a fourth segment. For 2006, the Feminine Care and Skin Care
segments each constituted approximately 36% of our consolidated net sales and the Infant Care segment accounted
fof dpproximately 28% of our consolidated net sales. For more analysis of our business segmems see Note 14 to our
consolidated financial statements in this Annual Report on Form 10-K.,

QOur net sales by segment are as follows (in thousands):

Year Ended
December 30, 2006 December 31, 2005 December 25, 2004
. : § % $ Yo $ Yo
FeminineCare........................ ... $229,422 36.0  $229,729 357 $227,057 340
SkinCare. ... ... 230,796 36.3 195,729 304 183,308 27.5
InfantCare. ........ ... .. 175,930 277 169,793 264 165,964 24.9
Subtotal. . ...... ... . 636,148 100.0 595251 . 925 576,329 . 864
Divested. ........ ... ... ... i oot — — 48,555 7.5 90,567 13.6
Total . ... $636,148 100.0  $643806 100.0 8666,896 100.0
Feminine Care — The Feminine Care segment includes the following:
s Plastic applicator tampons: ) *» Cardboard applicator tampons:
— Playtex Gentle Glide, and = Playtex Beyond.
— Playtex Sport. * Personal Cleansing Cloths.

In the tampon category, consumer purchases are driven primarily by protection, comfort, quality and value.
For over 20 years, Playtex has been the second largest selling tampon brand overall in the United States (“U.S.”) and
maintains a leadership position in.the higher growth plastic applicator and deodoram segments. The tampon category
has become more competitive in recent years including substantial new product innovation and increased levels of
promotional activity.

Plastic applicator tampons — Historically, our core strength has resuied in plastic appllcator tampons where
Playtex is a market share and innovation leader.

Gentle Glide is our largest plastic applicator tampon brand. These plastic applicator tampons were designed with
a smooth rounded tip and a unique double—layer, cross—pad design, allowing for ease of insertion and comfortable fit
as well as reliable !eakagc protection,

_ Sport is our newest entry into the plastic applicator tampon segment, launched in the third quarter of 2006.
Sport is designed to meet a variety of needs including those unique to active women. Sport has a unique contoured
applicator with a Ne-Sfip grip.

Cardboard applicator tampons — Our Beyvond tampons are targeted to women who want the convenience and
flushability of a cardboard applicator tampon with the comfort of a plastic applicator tampon

Playtex Personal Cleansing Cloths are our pre— _moistened towelettes for use in feminine hyglene It has become
the number one brand in this niche category.




Skin Care — The Skin Care segment includes the following:

. Banana Boat sun care products ' & Playvtex Gloves.
. Wet Ores pre—moistened towelettes and

Sun Care products — In 2006, our Banana Boat sun care product line was a strong number two in dollar market

share in the U.S. sun care category. We continue to provide innovative ways to deliver sun protection. We introduced
several new items for the 2006 sun care season, including several new addmons to our UltraMist Ime of continuous

spray products, and our unlque patent-pending tear—free product for children.

" Our Banana Boat brand offers a wide range of products in all of the sun care categories, including:

general protection, ) * sport,
baby and child protection, ¢ after sun,
“tanning and oils, ¢ indoor tanning, and

faces and lips, e daily tinted moisturizers. -

Pre-moistened towelettes — Wet Ones is the market share leader in the hands’ and face Segment of the market..
Wet Ones are used by parents and others in appheatlons other than draper changmg, such as cleanmg up after meals

or traveling away from home. . - . .

* &0 &

Gloves — Playtex Gloves are number one in dollar market share in the U.S. and net sales increased slightly in
. 2006 after declines in net sales over the fast several years due pr1marlly to competitive activity and increased private

label distribution in the category. . ' \ _ .

Infant Care — The Infant Care segment includes the following:

e Playtex disposable feeding, . Diaper Gem’e'diaper“disposal syslerns,
¢ Playtex reusable hard bottles, » Playtex breastfeeding products; and
¢ Playtex cups and mealtime products, - » . Playtex Hip Hammock child carrier.

t

o Playtéx paciﬁers

Dlsposable Feeding & Reusable Bottles — We offer both disposable feeding systems and reusable bottles in

. ‘addition to,nipples and other complementary products marketed under’ the Playtex Baby brand, Our Drop—]ns

patentéd, ready—formed dtsposablc collapsible liners, prowde one-handed ease of use to parents. In addition, the

disposable collapsible liner placed inside the holder prevents air. from entering the bottle and the baby and reduces
painful spit—ups and colic. : -

" In the reusable bottle scgment we have a product line that has a patented air venting system that llows air to
enter without mixing with the liquid inside as baby drinks, reducing pamful gas and colic. This product, VemArre
has become a leading seller in the hard bottle segment in the U.S. *~ ~

Cups and Mealtime — In the 1990’s, we introduced the first truly spill—proof cup, an innovation-that changed
. the infant cup category. We are the U.S. dollar market share leader in cups despite many new compentors entering
this category with similar, products resulting in a highjy competitive envn‘onment with pressure on pricing and
margms In'2006, our market share grew as we mtrodueed a number of 1 new items mcludmg Coolster insulated Big
Kid cups and licensed character designed spill-proof cups. Our’ product lme also includes a full line of mealtime

. vproducts including bowls, utensils.and placemats, which license the popular Baby Einstein namie.

Pacifiers — QOur line of pacifiers includes the Ortho-Pro and Bmky pacifiers, which help soothe and comfort
babies when they are fussy. Oriho- -Pro, de51gned by dentists and orthodonnsts allows for natural oral development
while prov:dmg comfort toa baby Our Binky pacnﬁer has been a brand trusted by parents for years

Diaper l_)lsposal Systems — Our Diaper Genie brand ]eads the U.S. diaper disposal market. The Diaper Genie
business is comprised of the Diaper Genie [I and the original Diaper Genie Twistaway diaper pail units and the

accompanying Digper Genie liner refills.




The Diaper Genie Il pail unit, which we introduced in the third quarter of 2006, features a liner refill with a
seven-layer film equipped with odor-barrier technology and the Push-N-Lock clamp for superior odor ¢ontrol. In
addition, Diaper Genie Il is easy to use with its one-hand operation. The original Diaper Genie Twistaway pail unit
individually seals diapers in an odor—proof, germ—proof plastic film.” Both Diaper Genie Il and the original Diaper
Genie Twistaway units use our proprietary refill liners, which with typical use, last approximately one month.

Other Infant Care products include breast pumps and other breastfeeding I;roducté under the Embrace and
Nursing Necessities brand names and the Playtex Hip Hammock, a comfortable infant carrier that positions the baby
on the caregivers hip, reducing stress on the caregivers neck and back.

Divested — Prior to 2006, we sold certain non-core brand assets. The divested brand assets included intellectual
property, inventory, molds and equipment for the Woolite rug'and upholstery brand sold in late 2004 and the Baby
Magic, Mr. Bubble, Ogilvie, Binaca, Dorothy Gray, Dentax, Tek, Tussy, Chubs and Better Off brands sold in late
2005. These divested brand assets accounted for approximately 8% of consolidated net sales in fiscal 2005 and

+

approxtmately 14% in fiscal 2004. :

D. ‘ Marketing

‘ "Our advertlsmg and promotlon expendltures mcluded In sellmg, general and admlmstratwe exXpenses, (“SG&A”)
were $97.0 million, $92.7 million and $91.7 million in fiscal 2006 2005 and 2004, respecnvely The expenditures are
primarily for television, radio and print advertising, including production costs and fees to advertising agencies, as
well as consumer promotions, internet marketing and market research. We believe these expenditures support our
new product launches and our general brand-building activities and are part of our long—term investment in these
brands. In 2006, we increased advertising and promotion in our Skin Care category resulting in improved sales
and operating income for the segment.  The Feminine Care and Infant Care segments’ advertising and promouon
expenditures were slightly lower in 2006 versus 2005.

In addition to our advertising and promotion expenditures noted above, we routinely enter into other marketing
efforts such as customer trade promotions and consumer coupens. Customer trade promotions include introductory
marketing funds (slotting fees), cooperative marketing programs, shelf price reductions on our products, advantageous
end of aisle or- in—store merchandising, graphics and other trade promotion activities conducted by our retail

~ customers. Costs for these trade promotions, as well as the cost of consumer coupons, are recorded as a reduction of

sales and are not mcluded as a component of advertising and promotion in SG&A.

Our Femmme Care marketing strategies have leveraged the strength of the Playfex brand that caters to the
active, young female, It centers on attracting first-time users, converling users of competitive products to our
products and converting full-time feminine protection pad users to tampon users by communicating the advantages
of tampons. In addition, we have developed the website, www.playtextampons.com, to provide information to adu]ts
and adolescents in choosing products to meet their needs,

Our marketing efforts in Skin Care, specifically sun care, arc directed at families, where Banana Boat
communicates a celebrate the sun for the active wholesome family image. In addition, the marketing and sales plan
for Banana Boat utilizes a variety of specialized programs such as: sweepstakes, sampling at outdoor events, radio
tie—ins and promotions at new store openings to provide additional visibility for the brand. Qur interactive website,
www.bananaboat.com, conveys educational information about the importance of sun protection in a fun, casual
manner. ‘

Our Infant Carc marketing is focused_ona specific group: new and expectant-parents. We utilize various
programs to communicate with parentsin addmon to traditional media advertising. Programs directed at new parents
include distributing samples and coupons. In addmon we have developed the website, www.playtexbaby.com, to
provide educational information to new and expectant parents as well as to intreduce and market our entire line of
Playtex Baby products. )




E. Competition

- The markets for our products are highly competltlve and they are characterized by the frequent introduction of
new products, often accompanied by major advertising and promotional programs. Our competitors consist of a large
number of domestic and foreign companies, many of which have significantly greater financial resources than we
do. Our primary competitors in each of our core categories are: Proctor & Gamble, Co. and Kimberly-Clark Corp. in
Feminine Care, Shering-Plough’s Coppertone brand in Skin Care and Gerber, a division of Novartis Pharmaceuticals -
Corporation and Dorel Industries, Inc. in Infant Care. We believe that the market for consumer-packaged goods is
very competitive and may intensify further in the future. Competitive pressures on-our products may result from:

* new competitors, ¢ higher spending for advertising and'promotion, and
* new product initiatives by competitors, ¢ continued acttvtty in the prrvate label sector.

T We compete prtmartly on the basrs of product quallty, product d1fferenttanon and brand name recogmtton
supported by advertising and promotlonal programs. -

+ .
N

F. Sales and Dtstrlbutlon " : ’ - i L ..

; We, sell our products in North Amerlca to mass merchandrsers such as Wal-Mart Stores Inc. (‘;Wal—Mart”)
and Target Corporanon (“Target"), food and, drug stores "such as The’ Kroger Co. and Walgreen Co and spec1alty
retailers such as. Toys “R” Us, Inc. and Costco Wholesale Corporatton Wal-Mart, our largest custoter, and Target
our second largest customer, represented approxrmately 29% and 12%, respecttveiy, of our consolldated net.sales
in fiscal 2006. Our next three largest customers represented, in total, approxtmately 12% of our total consolldated
net sales in ﬁsca] 2006. In ﬁscal 2005, Wal- Mart represented approxrmately 28% of 1 consohdated net sales and our
next four largest customers represented in total, approx1mately 24% of consolidated net.sales (see, Note 15 to our
consolldated financial statements in this Annual Report'on Form 10-K. C .

v

We reach our customers in the U.S. and Canada using approxrmately 150 dtrect sales personnel mdependent
brokers and specialized distributors. Independent brokers supplement the direct sales force in the food class of trade
by provrdtng more effectwe coverage at the store level. Our U.S. and Canadian sales force makes sales presentations
at the headquarters or home off' ices of our customers, where appllcable as well as at mdrvrdual retall outlets. They
focus their efforts"on sellmg our products providing services to our customers and executmg programs to ensure
sales to the ultimate consumer. Consumer—directed programs mclude arranging for on-shelf and separate displays

and coordrnatmg cooperatwc adverttstng participation. .- M

For our mternanonal customers excludmg Canada, we use  brokers or 1n—country drstrtbutors to sell the product
to Teach the ultimate consumer

We use three thrrd—party drstrtbutron centers in the U.S. to shrp the ma]onty of our products to customers.

These distribution centers are geographically located to maximize our ability to service our customers. We operate -

our own dlstrrbutton center in Canada, which ‘distributes all'of our product in that country. The majorlty of our other
1nternat|onal busmess is an export busmess whtch is dlstrtbuted from our U. S locatlons R

Because of the short period between order and shrpment dates (generally less than one month) for most of our
orders the dollar amount of current backlog is not materia! and is not considered to be a reliable indication of future

sales volume.

G. Research and Development e

Our research and development group operates. prtmarrly out of our technical center in Allendale New Jersey
with certain groups operating out of our. manufacturing-facility in Dover, Delaware and our Westport, Connecticut

office: The primary.focus of our research and development group is to design and develop new.and improved products’

that address our consumers’ wants and needs. Inaddition, our research and development group provides technology
support to both'in-house and’ contract manufacturing and safety and regulatory support to all.of our businesses.
At December 30 2006, approxtmately 60 employees were engaged in our research.and development programs. In
addition, we. perlodlcally augment our research and development workforce by contracting with content experts in

_ various fields of science and engineering, Ouf réscarch and development expenses, included in SG&A were $16.8
inillion in fiscal 2006 $15.6 million in fiscal 2005 and $16.9 million in fiscal 2004. -




H., Seasonality

Customer orders for our Sun Care products are highly seasonal, which has historically resulted in higher Sun
Care sales in the first half of the fiscal year and lower sales in the second haif of the fiscal year. As a result, sales,
operating income, working capital and’cash flows can vary significantly between quarters of the same and different
years due to the seasonality of orders for our Sun Care products. Other factors may also have an impact on the timing
and amounts of sales, operating income, working capital-and cash flows. They include: the timing of new product
launches by our competitors or by us, the timing of advertising, promotional, merchandising or other marketing
activities by our competitors or by us, and the timing of retailer merchandising decisions and actions.

I.  Regaulation

Certain of our products are subject to regulation under the Federal Food, Drug and Cosmetic Act and the Fair
Packaging and Labeling Act. We are also subject to regulation by the Federal Trade Commission with respect to the
content of our advertising, our trade practices and other matters. We are subject to regulation by the United States
Food and Drug Administration {the *FDA™) in connection with our manufacture and sale of tampons certain sun
care products and antibacterial hands and face wipes.

-1 "The "FDA'is- responsible for setting testing requlrements and 1abe11ng standards re!ated to the -ability. of
sunscreen products to protect against UVA (ultra violet) rays. The FDA'has been considering changés to these
monograph requirements for a period of time. We believe a final ruling on this matter would result in new UVA
testing requirements and subsequent labeling changes related to the sun protection factor, or SPF rating, as well as
other labeling claims. We expect that the FDA may take action on this matter within the next several months. If
implemented, the final rules would likely result in new testing requirements and revised labeling for our Banana
Boat product line, as well as all of our competitors’ products in the sun care category, likely within one’year after
issuance of the final rules. We are unable to estimate the costs of complying with these changes at this time.

J. Tradem'arks and Patents

We own royalty—free licenses in perpetuity to the Playrex and Living trademarks in the United States, Canada
and many forelgn jur]SdlCthnS related to certain feminine hygiene, baby care, gloves and other products, but excluding
certain apparel related products.

In addition, we own rights to a number of United States, Canadian and foreign trademarks that'are important
10 our business, including, but not limited to: Banana Boat®, Beyond®, Binky®, Celebrate The Sun™, Coolster™,
Create My Own™, Diaper Genie®, Drop--Ins®, Eat and Discover™, Embrace™, First Sipster®, Gentle Glide®, Get
On The Boar®, HandSaver®, Insulator®, Insulator Sport®, Naturalatch®, Natural Shape®, Nursing Necessities™,
Ortho—Pro™, QuickStraw®, Quik Blok®, Sipster®, Sport™, UltraMist™, VentAire®, and Wet Ones®.

We also own various United States, ‘Canadian and foreign patents, and have filed numerous patent applications
in these jurisdictions, related to certain of our products and their method of manufacture. Our patent rights expire
at varying times and include, but are not limited to: plastic and cardboard applicators for tampons, baby bottles and
nipples, disposable liners-and plastic holders for the nurser systems, children’s drinking cups, pacifiers, sunscreen
formulation, diaper disposal systems, and breast pump products.

K. Raw Materials and Suppliers

The principat raw materials used in the manufacture of our products are certain naturally derived fibers,
resin—based plastics, and certain chemicals, all of which are normally readily available. While all raw materials are
purchased from outside sources, we are not dependent upon a single supplier in any of our operations for any material
essential to our business or not otherwise commercially available to us. We have been able to obtain an adequate
supply of raw materials, and no significant or prolonged shortages of any material is currently anticipated. Increases
in raw material prices can have a significant impact on our results, particularly since certain materials, such as resin,
are directly linked to the world market price for such commodities.

Contract manufacturers produce approximately 40% of the products we sell. 'We own and maintain molds and
other.assets at some of these outside manufacturing locations. We have had strong and long—term relationships with
many of our key suppliers.




L. Employees

Our worldwide workforce consisted of ‘approximately 1,250 employees as of December 30, 2006, of whom
approximately 60 were located outside the United States, primarily in Canada. None of our facrhtres had union
representation at December 30, 2006. .

M. Environmental e

. We believe that we are in substantial compliance with federal, state and local provisions enacted or adopted
regulatmg the drscharge of materials hazardous to the environment. There are no significant environmental
expenditures anticipated for fiscal 2007, .

N. Avallablllty of Reports and Other Information

Our websrte is wwwglaytexproducts com. On this websue the pubhc can access our annual quarterly, and
currerit reports changes in'the stock ownership of our Directors and Exécutive Officers, and other documents filed
with ‘the. Securities and Exchange Commission (“SEC”) as soon as reasonably pracucable after the fi iling date. We
are fot including the information contained on our website as part of, or mcorporatmg the website mformatlon by
reference into, this Annual. Report on Form.- 10+K: You may. read and copy any materials we file-with the SEC at the
SEC’s Public Réference Room at 450-Fifth Street, NW, Washington, DC 20549. You may obtain informatiéh on the
operation of the Public Reference Room by calling the SEC at 1-800-SEC—0330. The SEC also maintains a website
that contains our reports, proxy statements and other information at www.sec.gov. Addrtronal]y, you can ca]l our
Investor-Relations Department at (203) 341-4017 or via email at investorrelations@playtex.com to request a copy of
any of our reports filed with the SEC. Qur chief executive and chief financial officers have furnished the Sections 302
and 906 certifications requrred by the SEC in«our Annual Report on Form 10-K. In addition, our chief executive and
chref financial officer has certified to the New York Stock Exchange (“NYSE”) that they are not aware of any violation
by us.of NYSE corporate governance listing standards.

In addition, on our website under the section entitled, “Investor Relations — Corporate Governance,” we post
copies of our (i) Corporate Governance Guidelines, (ii) charters for the Audit Committee, Compensation and Stock
Option Committee and Nominating and Corporate Governance Committee, {iii) Code of Business Conduct and
Ethics; and (iv) Procedures For Investigating Employee Complaints Regarding Accounting Matters,

0. .Forward-Looking Statement

“". This document mcludes forward—lookmg statements within the meaning of the Private Securities Litigation
Reform Act of 1995, These statements relate to analyses and other information that are based on forecasts of
future results and estimates of amounis not yet determmable These statements also relate to our future prospects,

developmems and business strategies. The statements contained in this document that are not statements of hlstorrcal
fact may include forward-looking statements that involve a number of nsks and uncertainties. :

LR RS LYY LY LL T 11 m

We have.used the words “‘anticipate,”” “‘believe,” “‘could,” “estrmate expect intend,” *‘m plan,”
“predict,”” ‘“‘project,” and similar terms and- phrases, including references to assumptions, in thls document to
- identify forward—looking statements. These forward-looking statements are made based on our management’s

'e‘Xp'ectations and beliefs concerning future events affecting us and are subject to uncertainties and factors relating ‘

to our operations and businéss environtment, all of which are difficult to predict and many of which are beyond our
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control, that could cause our actual results to differ materially from those matters expressed in or implied by these
forward-looking statements. The followmg factors are among those that may cause actual results to differ materlally
from our forward—lookmg statements:

o consumer demands and preferences, * impact of weather conditions, especially

* new product introductions, promotional on Sun Care product sales,

activity and pricing adjustments ¢ our level of debt and related restrictions

by competitors, . and limitations,
¢ the loss or bankruptcy of a significant customer, ¢ interest rate and exchange rate fluctuations,
e capacity limitations or product supply disruptions, ¢ future cash flows, and o
¢ the difficulties of integrating acquisitions, s impact of unforeseen events, such as war or
s raw material availability and manufacturing costs, terrorist attacks, on economic condltlons and
e adverse publicity and product liability claims, consumer confidence.

You should keep in mind that any forward—looking statement made by us in this document, or elsewhere, speaks
only as of the date on which we make it. New risks and uncertainties come up from time to time, and it’s impossible
for us fo predict these events or how they may affect us. In light of these risks and uncertainties, you should keep
in mind that any forward-looking statements made in this report or elsewhere might not occur. Some of the more
s_:gmfncant factors noted above are described in more detail in item 1A. titled “Risk’ Factors” included below. )

Item 1A. Risk Factors

Our business is subject to certain risks, and we want you to review these risks while you are evaluating our
business and our historical results. Picase keep in mind, that any of the following risks discussed below and elsewhere
in this Annuat Report could materialty and adversely affect us, our operating results, our financial condition and our
projections and beliefs as to our future performance. Additional risks and uncertainties not currently known to us or
those we currently deem to be less material may also materially and adversely affect our business.

We face significant competition from other consumer products compames, many of which have s1gmficantly
greater financial resources.

The markets for our products are hlghly competmve and are charactenzed by the frequent introduction of
new products, often accompanied by major advertising and promotional programs. We believe that the market for
consumer—packaged goods will continue to be highly competitive and that the level of competition may intensify in
the future. Qur competitors consist of a large number of domestic and foreign companies, a number of which have
significantly greater financial resources than we do and are not as highly leveraged as we are. If we are unable to
continue to introduce new and i 1nn0vat1ve products that are attractive to consumers, or are unable to allocate sufficient
resources to effectively market and advertlse our products so that they achieve widespread market acceptance, we
may not be able to compete effectively and our operating results and financial condition will be adversely affected
which may also result in the impairment of certain assets.

Our sales and ﬁnancial results may be adversely affected if our new product launches are not successful.

If we are unable to introduce new products, or if our advertising, promotional, merchandising or other marketing
strategies for these new products are not successful and these products are not accepted by our customers or the
ultimate consumer, or if we do not successfully manage the timing of new product introductions or the profitability
of these efforts, or if our end consumers perceive competitors’ preducts as having greater appeal, then our sales and
financial results may suffer. ' ' :

Sales of some of our products may suffer because of unfavorable weather conditions.

Our product sales, especially our Sun Care products, may be negatively impacted by unfavorable weather
conditions. In accordance with industry practice, we allow customers to return unsold Sun Care products at the end
of the season, under certain circumstances, and these product returns may be higher in years when the weather is
unseasonably cool or wet. This could adversely affect cur business and operating results. In addition, consumption
of our Feminine Care and Wet Ones products may be affected by unfavorable weather, although to a lesser extent than
the Sun Care products, due primarily to reduced levels of outdoor activities.




We rely on third- -party manufacturers for a portlon of our product portfolio.

Wé use third- -party manufacturers to make products representing ‘approximately 40% of our fiscal 2006 net

sales, including our Banana Boat products and plastlc molded products and components. In many cases; third- party

. ‘manufacturers are not bound by fixed- term commltmems in our contracts with them, and they may discontinue
- * production with little or no’ advance notice.. Thrrd -party manufacturers also may expenence problems with product
. quality or timeliness of product dellvery The loss of a third-party mianufacturer may force us to shift production, which

- may cause manufacturing delays and dlsrupt our ability to filk orders. We are not able to control the manufacturmg
: efforts of these third-party manufacturers as closely as we control our own business. Should any-of these third-party
’ manufacturers fail to meet.our standards, we may face regulatory sanctions, product liability claims or consumer

complalnts any of which could harm our réputation and our busmess .

-+ -

ot L T We may be adversely affected by prlcmg and availability of raw materials.

" We purchase certain raw materlals .including amongst other thmgs resins, rayon and corrugate, which are
sub_]ect to price volatility and nflationary pressures. that are out of our control. Market conditions and competmve
. _ -activity may prevent s from passing these increased costs on to our customers through timely price increases:. As a
g __-. . result; higher raw. materialicosts may materially.adversely affect cur.operating results and financial condition: While
' these raw. matérials are ‘generally.readily available on the open market, if we were unable to maintain the availability

and sourcing of these rau’r materials, our results could be adversely, affected. -

- - " - T

We may be adversely affected by the trend toward retail trade consolidation, which may further our rellance
- on a few large customers ‘

th the growmg trend ‘toward retall trade consolldauon we are increasingly dependent upon key retailers
whose bargammg strength is growing. We may be adversely affected by changes in the policies of our retail trade
customers, such as inventory destocking, limitations on- access to shelf space and other conditions. A few. of our -
customers are material to our business and operatlons In fiscal 2006, Wal-Mart, our largest customer, and Target our
second largést customer, represented approxrmate]y 20% and 12%; ;Tespectively, of our consolidated neétsales. Aggregate
consolidated net sales to our next three largest customers represented ‘approximately 12% of our total consolidated net
. sales in fiscal 2006. The loss of sales to a large customer could materially and adversely affect us, our operaung results,
s our ﬁnancral condition and our projections and beliefs as to our future performance. - S

’ Possnble acqulsmons are subject to risks and may not be successful

We may consrder the acquisition of other companies engaged in the ‘manufacture and sa]e of consumer

" products At any given time, we may be in various stages of looking at these opportunmes Acqutsmons are subjeet

to-the negotlatlon of deﬁnmve agreements and-to other matters typical in acquisition transactions. There can be’

1o assurance that we will be able to 1dentrfy desirable’ acqulsltlon candidates or will be successful in entermg into -

. defi nitive agreements relating to them. Even if definitive agreements are entered-into, we cannot assure you that

‘any future acquisition will be completed or that anticipated benefits of the acquisition will be realized. The process

-of integrating acquired operations into our operanons may result in unforeseen operatmg difficulties, ‘may absorb

= ' . significant management attention and may require, s:gmﬁcant financial resources that would btherwise be available
e T _for the ongoing development or expansion of our. existing operatlons or further.debt reduction. Future acquisitions
by us could-result in the incurrence of additional debt and commgent llabllmes which may have an adverse effect

" -oonour operatmg rcsults

. We may be adversely affected by governmental regulatmns that may matenally restrict er lmpede our
operatlons. ‘ ) N :
Portions of our business are sub_]ect to varymg degrees of governmenta] regulatron in'the countries in whlch

we do business, and the general trend is toward increasingly stringent regulanon In the United States, many of our
produets have long been subject 1o regilation by various federal and state agencres primarily as to product safety,

. v
!

= ~ efficacy, manufacturmg, advertising, labeling and safety reportmg :The exercise of broad regulatory powers by the

~ - Food and Drug Administration continues to result in increases in the amounts of requlred testing and documentation.
- .. Similar trends are aiso evident in markets oulsrde of the Umted States. The regulatory agencies, under whose purview
"+ we operate, have administrative powers that may result in such’ actlons as product withdrawals, recalls, seizure of




products and other civil and criminal sanctions, In some cases, we may deem it advisable to initiate product recalls.
These_potential regulatory actions may materially restrict or impede our operations and may adversely affect our.
operating results.

We have a material amount of goodwill, trademarks, patents a_nd other intangible assets, as well as other
long-lived assets, which, if they become impaired, would result in a reduction in our net income.

Current accounting standards require that intangible assets with indefinite lives be periodically evatuated for
impairment. Declines in our profitability and or estimated cash flow streams related to specific intangible assets
may impact the fair value of these intangible assets and other long-lived assets, which-could result in an impairment
charge. These charges may have an adverse impact on our operating results and financial position.

We may be unable to adequately protect our iﬁtellectual property.-

While we believe that our patents, trademarks and other intellectual property have significant value, it is
uncertain that this intellectual property, or any inteilectual property licensed, acquired or developed by us in'the
future, will provide meaningful competitive advantages. There can be no assurance that our patents or pending
apphcatlons will not be chalicnged invalidated or circumvented by competltors or that rights granted thereunder will
provxde meamngfu] proprietary protectlon Moreover, competitors may infringé our patents or successfully avoid
them through design innovation. To combat infringement or unauthorized use, we may need to commence litigation,
which can be expensive and time-consuming. In addition, in an infringement proceeding a court may decide that
a patent, trademark or other intellectual property right of ours is not valid or is unenforceable, or may refuse to stop
the other party from using the technology or other intellectual property right at issue on the grounds that it is non—
infringing. Policing unauthorized use of our intellectual property is difficult and expensive, and we cannot assure
you that we will beé able to, or have the resources to, prevent misappropriation of our propnetary rights, particularly
in countries where the laws may not protect such rights as fully as do the laws of the United States.

We may face liability associated with the use of products for which patent ownership or other intellectual
property rights are claimed. '

We may be subject to claims or inquiries regarding alleged unauthorized use of a third party’s intellectual
properly. An adverse outcome in any intellectual property litigation could subject us to significant liabilities to third
parties, require us to license technology or other intellectual property rights from others, require us to comply with
injunctions to cease marketing or using certain products or brands, or require us to redesign, reengineer or rebrand
certain products or packaging, any of which could adversely affect our business, financial condition and results of
operatioh_s_ If we are required to seek licenses under patents, trademarks or other intellectual property rights of
others, we may not be able to acquire these licenses on acceptable terms, if at all. In addition, the cost of responding
to an intellectual property infringement claim, in terms of legal fees and expenses and the diversion of management
resources, whether or not the-claim is valid, could have an adverse effect on our business, f1nanc1al condition and
results of aperations.

We have substantial debt, which could impair our financial condition.

Our indebtedness at December 30, 2006 consisted of $578.9 million in fixed rate notes. As more fully described
in Note 7 to our consolidated financial statements in this Annual Report on Form 10-K, we are highly leveraged.
However, other than interest payment obligations, we do not have required debt service obligations for our notes until
2011. Any outstanding balance on our revolver is payable at the 2009 maturity date.

The degree to which we are leveraged could have adverse consequences to us, including;

* OQur ability to obtain additional financing in the future for working capital, capital expenditures, acquisitions,
" general corporate purposes or other purposes may be impaired,
* A significant portion of our cash from operations must be dedicated to the payment of interest on our debt,
which reduces the funds available to us for our operations;
¢ Our vulnerability in a period of significant economic downturn; and
Limitation on our ability to withstand significant and sustained competitive pressures.
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The terms of our revolver and our indentures may limit certain activities.

Our revolver and the indentures governing the fixed rate notes contain a number of réstrictive covenants that
impose significant operatmg and financial restrictions on us, including among other things our ability to:

Incur additiona! debt and contingent obligations;

Pay dividends and make restricted payments;

Make investments, loans and acquisitions;

Create liens;

Make payments on certain debt and modifications to certain debt;

Sell assets and subsidiary stock; '

Enter into transactions with affiliates; and :

Enter'into certain mergers, consolidations and transfers of all or substantially all of our assets.

A failure to comply with the restrictions contained in our revolver could lead to an event of defauit, which could
result in an acceleration of any mdebtedness outstandmg under our revolver and could cause a cross—default of our
indentures. A failure to comply with the restrictions in .our indentures could result in an event of default under our
indentures and could cause a cross—default of our revolver ‘We cannot assure you that our future operatmg results
will be sufﬁerem to enable us to remedy any such default In addmon in'the event of ; an accelerauon we may ‘ot
have or be able to obtain’ ‘sufficient funds to make any accelerated payments.

Item 1B. Unresolved Sthff Comments

None

Item 2. Properties

4

Our principal executive office is located in Westport, Connecticut and is occupied pursuant to a lease which
expires in 2011 with a five year option to renew. -Our manufacturing facilities are located in Dover, Delaware and
‘Sidney and Streetsboro, Ohio. We maintain a research and development facility in Allendale, New Jersey under,a
lease which expires in 2013. We lease our Canadian facility in Mississauga, Ontario, whichisa warchouse and office
site. This lease expires in 2008." We have adequate producuon capacity to meet all of our current demands. ,

The following table lists our principal owned and leased properties as of March 1, 2007.

Number Estimated

) . . of - Square

Owned . : ) Facilities Footage
Dover, DE.. ..\ e, P U 3 710,000
Streetsboro, OH " ... P L o 189,700
Sidney, OH................... P S e S| © 54,400

Leased . P R ' ’

‘Dover, DE.... .c........... o S . . | 17,800
Sidney, OH............ S SO e 2 216,800
Mississauga, Canada ........... T e 1 72,800
"Westport, CT .......... B DU I I 1 59,100
Allendale,NJ . . ......... R U I DR . 1 43,500
Orlando, FL ............. e e e, e . 1 .10,400

In addition, we also lease regional sales offices throughout the US. .

ltem3 LegalProceedmgs L o

L

Begmmng in 1980, published. studles reported a-statistical assoc1at:on between tampon use and Toxic Shock
Syndrome (“TSS7), a rare, but potentially serious iliness. ~Since these stud1es numerous claims have been’ filed
* against all tampon manufacturers, a small percentage of Whlch have been lmgated to cenclusion, The number of TSS

_claims relating to our tampons has declined substantlally over the years. As of the end of February 2007, there was
one pending claxm Additional claims, however may be asserted in the future. .




We are a party to various other legal proceedings, claims and investigations that arise in the normal course of
business. In our opinion, the ultimate disposition of these matters, including those described above, will not have a
material adverse effect on our consolidated financial position, results of operations or cash flows.

Item 4. Submission of Mattérs to a Vote of Security Holders

None

Executive Officers of the Registrant

Listed below are our executive officers as of March 1, 2007 and a short descnptlon of their prior work
experiences. There are no family relatlonshlps or arrangcmems between any of them pursuam to W]‘llCh they were

hired or promoted by the Company

Name ’ Age Position
Neil P. DeFeo .......... e e 60  Chairman, President and Chief Executive Officer -
Kris). Kelley .......... R P 47 - Executive Vice:President and Chief Financial Officer
Perry R Beadon....... P P T E T R 1 Semor Vice President, Global Sales _
Ghry 8. Cohen. .. ... 0.0 ol D s Semor Vice Pre51dcnt ‘Mirkéting o
James S. Cook............. PN 55 - Semor Vice Pres:dent Operations
Thomas M. Schultz, Ph.D. .................... 52 Senior Vice President, Research and Development
Gretchen R.Crist . ... ... . o i 39  Vice President, Human Resources
BlairP. Hawley.................. e 51 Vice President, Supply Chain

- PaulE. Yestrumskas. . .............ooiiiann, 55  Vice President, General Counsel and Secretary

Neil P, DeFeo has been Chairman, President and Chief Executive Officer since March 2006. From October
2004 to March 2006, Mr. DeFeo served as President, Chief Executive Officer and a Director of the’ Company.
Prior to joining the Company, Mr. DeFeo served as President and Chief Executive Officer of Remington Products
Company, LLC (“Remington™), a consumer products company, and as Chairman of the Board of Remington from
* 2001 to September 30, 2003. From 1993 to 1996, Mr. DéFeo served as Group Vice President of U.S. Operations of
The Clorox Company, and from 1968 to 1993 he held positions of increasing Tresponsibility at The Procter & Gamble
Company (“P&G"). Presently, he serves as a dlrector of American Woodmark Corporation (AMWD) and several
privately held companies.

Kris J. Kelley has been Executive Vice President and Chief Financial Officer since December 2004 and was
Senior Vice President Finance since joining the Company in October 2004. Mr. Kelley was Vice President of
Finance and Controller at Remington from 1997 to 2004. Prior to that Mr. Kelley held various positions in financial
management at Uniroyal Chemical Company, Kendall International, Inc. and the Henley Group. |

Perry R. Beadon has been Senior Vice President, Global Sales since 2005. Prior to joining us in January 2005,
Mr. Beadon was Senior.Vice President, Sales—North America with Remington from 1998 to 2004.. From 1992 to
1998, he was President of Remington, Canada and from 1987 to 1992, he was Director of Canadian Sales. Prior to
that, Mr. Beadon held various- marketing and merchandising positions with several specialty retail chains.

~ .GaryS. Cohen has been Senior Vice President, Marketing since November 2006. Prior to joining us, Mr. Cohen
was Vice President, Oral Care Global Business Management at The Gillette Company from 2000 to 2006. In 2005,
The Gillette Company was acquired by P&G From 1988 to 2000 Mr. Cohen held various marketmg posmons with
The Glllette Company.

James S. Cook has been Senior VICE PreS|dent Operatlons since 1991 From 1990 to 1991, he was our
Vice President of Dover Operations. From 1988 to 1990, he was our Vice President of Distribution, Logistics &
Management Information Systems. Prior to that, Mr. Cook held various senior level positions in manufacturmg and
distribution with the Company and with P&G.




-

Thomas M. Schultz, Ph.D. has been Senior Vice Presudent Research and Development since 2005. Prior to

' joining us in September 2005, Dr. Schultz was Vice President, Corporate Technology Officer of the Nu Skin Division
© . 'of Nu Skin Enterprises from 2004 to 2005. From 2001 to 2004, he was President, Chief Executive Officer of Aspect, -
- LLC (a DuPont subsidiary). Prior to that, he held various research and development executive positions at Clairol,

' " Shlseldo L’Oreal Chanel and P&G

S

Gretchen R. Crlst has been Vlce President of Human Resources since 2005. " From 2003 to 2004, she was our-
. Dlrector of Human Resources. Prior to that, from 2000 to 2003 Ms. Crist was. Vice President of Human Resources
. at. The New Power. Company From 1996 to 2000 she was the Director of Human Resources at Playtex Products, Inc.

-Prior to that she held various positions within Human Resources at Ph111p Morris Companies, Inc., Nestlé Waters
North Amenca and Kraft. General Foods: Corporatlon

_ " Blair P. Hawley has been Vice President, Supply Cham since March 2007 Prlor to joining the Company, Mr. "
*Hawley served as Vice President, Supply Cham with the New World Pasta Company, a manufacturer of branded -

pasta products from 2005 to 2007 From 2001 to 2005, Mr: Hawley was' Vice President, Global Supply ‘Chain for
Remmgton Prlor to that- Mr. Hawley held various positions in supply chain management at Kaman Industnal
Technologles Corporatlon and Tlmex Corporatlon

Paul E. Yestrumskas has been Vlce Pre51dent Géneral Counsel and Secretary since '1995. Prlor to that
Mr Yestrumskas was Sénior Counsel of Rhone~ Poulenc Inc from 199] to 1995. Prior_to 1991, Mr. Yestrumskas
held various posmons in legal and government relatlons at-Timex, Hubbell, Inc. and General Motors.
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PART ll

Item 5. Market for Reglstrant’s Cornmon Equnty and Related. Stockholder Matters and Issuer Purchases of
Equity Securities . : :

Our common stock is traded on the New York Stock Exchange under the symbol “PYX”. No cash dividends

-have ever been paid on our stock. Because we are restricted.in our ability to pay dividends by the terms of our debt

agreements (see Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—

_Liquidity and Capital Resources and Note 7.to our. consolidated financial statements. in thls Annual Report on
Form 10-K), we do not expect to pay any dividends in the foreseeable future. -

The following table lists the high and low sale price per ‘share of our stock durmg fiscal 2006 and ﬁscal 2005 _
as reported by the New York Stock Exchangc Composne Transactions: ]

First . Second Third Fourth -

’ Quarter . Quarter Quarter ' ° Quarter
Fiscal 2006 ’ - I
High...... PP $1431°  $1208  $1415°  $1501 .
LOW. .« et et e e e $10054°  $10.04 $ 930 . - $12.87
Fiscal 2005 L o .
High . ..... U S ST $ 9.66 $11:10  $12.07- - - $1549
LOW, e e et $ 7.21 $ 9.38 $ 9.67 $10.71

We have two classes of authorized stock:

e Common Stock, par value $.01 per share, at March 1, 2007, we had:

Holders of record . .. ... ... e O 234
Shares aUthOTZEd . . . . ..o e oot DU 100,000,000
Shares issued ... ... e e e e e 64,452,282
Treasury shares. . . ........ e e (1,124 117)
Net common shares outstanding. . ... .........ouvvineeenanaanns 63,328,165

s Preferred stock, par value $.01 per share, authorized 50 000,000 shares, none issued or outstanding as of
March 1, 2007 ) R

Securities Authorized for Issuance under Equity Compensation Plans

The information under the heading “Executive Compensation™ in the proxy statement is incorporated into Item
12 in this Annual Report on Form 10—K by reference. )

Issuer Purchases of Equity Securities

On April 20, 2006, we announced that our Board of Directors had authorized a stock buy-back program to allow
for the repurchase of up to a maximum of $15 miltion of our Common Stock from time to time in open market or
privately negotiated transactions durmg fiséal 2006 (the “2006 Plan”). Under this ptan, we repurchased one million
shares at a total cost of $11.6 million. There were no purchases made in the fourth quarter of 2006 The objectives -
of this program were satisfied and the program expired at December 30, 2006.

- On February 15, 2007, we announced that our Board of Directors authorized a new stock buy-back program
similar in nature and purpose to the 2006 Plan, which allows for the repurchase of up to a maximum of $20 million of
our common stock during fiscal 2007 (the “2007 Plan™). The stock repurchase plan is subject to prevailing market
conditions and other considerations including restrictions under our revolver and debt indentures.. The dollar value
" of shares authorized for repurchase under the 2006 Plan but not repurchased prior to its explratlon were not carrled
over to the 2007 Plan. :
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Stock Performance Graph roe

.. The following graph compares the performance of our Common Stock to the performance of the Standard &
Poor’s Stock MidCap 400 Index (“S&P MidCap 400™), the SmallCap; 600 Index (“*S&P SmallCap 600"} and a_

weighted composite index of certain peer companies (the “Peer Index”) selected by us; on a fiscal year basis for the -

period beginning on December 29, 2001 through December 30,-2006 (the “Performance Period”). . The comparrson

" assumes $100.00 was invested on Deécember 29, 2001 in our Common Stock and in each of the foregoing indices and .

assumies reinvestment of dividends, if any. The total return for our Common Stock was a gain of 51.3% during the
Performance Period as compared with a total return during the same perrod for the Peer Index of 39.3%, total return

“for the S&P MidCap 400 of 67.7%, and a total return for the S&P SmallCap 600 of 80.1%. “The comparisons in the

chart below are provrded in response to SEC disclosure requlrements and therefore are not intended 10 forecast or

-~

be indicative of future performance of our Common Stock. ~~ . > -

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Playtex Products, The S& P Midcap 400 Index - _ C -
The S & P Smallcap 600 Index'And A Peer Group L :

$20 -

0 L — ; : e : .
12/29/01 12/28/02 12127103 ¥ 4 '12725/04 12131005 12/30/06

—&— Playtex Products " —A— S&PMidcap400, .
-- O - -8 &P Smallcap 600 - -—&-—Peér Group

L

* $100 invested on 12/26/01 in stock or on 12/31/01 in inde x-including reinvestment of dividends.
Indexes calculated on month-end basis. . "~

e The Peer Index is compnsed of the followmg companies: Alberto Culver Company, Church & Dwrghl Co Inc.,
Newell Rubbermaid, Inc., Chattem, Inc. and Helen of Troy Limited. . The returns.for each issuer within the Peer
Index have been weighted according-to the issuer’s respecuve stock market ¢apitalization at the beginning of the
period presented. We selected the issuers that comprise the Peer Index on the basis that each had lines of business

-+ and/or stock market capitalization comparable to ours.
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Item 6. Selected Financial Data

The following selected financial data are extracted from our Consolidated Financial Statements and should be

_read in conjunction with our audited consolldated financial statements and notes, included in ltem 8-of this Annual
‘Report on Form 10-K. presemed on pages F—4 through F=40.

{1n thousands) - . - : } ’ Year Ended .
. _' " December 30, . December 31, December 25, Deecmber'ZT. December 28,
. . . . 2006 2005 2004 2003 ) ~ 2002
Statements of Income Data: i L o S : : o
Netsales................. Tl 8 636,148  § .‘ 643,806 $. 666,896 5 643874 5 703,617
Grossprofit .o.............n...0. 343825 = 342,818 343,739 . 326,573 375,184
Operating income ................ . 110,053 99,355% 131,1439° 85,8346 141,507
Interest expense, net . .. .. L .. 54,796 ' 64,396 69,561 55,038 59,543
Netincome.:......... e S8 30,2040 8 12,528 § . 55507 § 18,232 3 48,9047
Net earnings per share-diluted ... .. $ = 048 -8, 0.20 $- 0.91 3 030 $ - 079
Weighted average shares—dl_luted R 63,537 62,552 61,225 . 61,227 63,948
Cash Flow and Related Data: . - ! - e e
Net cash provrded by opcratlons e $ 72,025 3 62,739 s 72,729 3 47,159 .8 . 77,797
Capital expenditures .............. L 16,550 10,372 : 13,871 18,564 ’ 16,445
" Depreciation: . ................... . 14,806 15,784 14,768 14,102 - 14,011
Amortization of mtanglbles. Ceeveg.. 8025750 8 2,822 5 1,293 $ 903 8§ -~ 928
Balance Sheet Data (at period end): . : : .
Cash and cash equivalents... .. ..... $-28440, § 94,447 $ 137,766 $ 27453 $ 31,605
Working capital®, ... ... ... S 57,265 . S4211 © 61,974 80,721 77,793
-Total assets. . . .-......... it . 927,630 ) 1,002,197 © 1,091,390 987,522 . 1,072,659
Total long—term debt, excluding due- . o
torelated party. ............... -578,926 685,190 - T 700,000 - 793250 © . 827,750

1)

2

o

@

Stockholders’ equity . ... ......... $ 142,2_66 T $ 114,417 .5 83935 0§ 27,788 $ 5,533

Our fiscal year end is on the'last. Saturday in December nearest to December 31. and as a result afi fty—th1rd
week is added every five or'six years. Fiscal 2005 was a fifty—three week year. All other years presented are
fifty—two week years.

Includes a net gain of $2.3 million on the sale of certain real estate in late 2006 {see Note 4 to our consolidated
financial statements in this Annual Report on Form 10-K). Also includes an adjustment of $0.4 million to
reduce our restructuring reserve (See Note 3 to our consolidated financial statements in this Annual Report on

"Form 10-K). In addition, mcludes $84 m1111on of equny compensatlon expenses as a result of compensat:on :

plans put into place in 2005

Includes a net loss of $2.4 million on the net sale of certain non-corc brand assets (see Note 4 to our consolidated
financial statements in this Annual Report on Form 10-K). Alse includes restructuring charges of $4.2 million
‘and $2.0 million of other related expenses in 2005 as a result of our 2005 realignment plan (seé Note 3 t0 our’
consolidated financial statements inthis Annual Report on Form 10— -K). In addition, includes $8.0 million of
equity compensation EXpenses. . )
Includes restructuring charges of $10 0 million and_$3.5 million of other related costs included in SG&A as

‘a resu]t of our operatrona] restructurmg initiated in December 2003 and our strategic realignment announced

in February 2005 (see Note.3 to our consolidated financial statements in this Annual Report on Form 10-K}.
Includes an intangible asset 1mpa|rmem charge of $16.4 million related to the write—down of two trademarks due
to a change in the competitive environment and a strategy shift related to our non-core brands. Both of these
trademarks were sold as part of the dlvestrture of the non—core brand assets in 2005. Also includes a gain on the

- sale of our Woolite rug and upholstery brand assets of $56.5 million.
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(5) Includes afestructuring charge of $3.9 million, and $0.7 million of other related expenses included in.SG&A., as
. a result of our operational restructuring announced in December 2003 (see Note 3 to our consohdated financial
statements in this Annual Report on Form 10— -K). -
. (6)- Includes an aggregate restructuring and asset impairment charge of $7.6 million as a-result of the closing of our
Waterviiet, New York plastic molding facility. . . .

. (7) Includes, in 2006, $6.0 million of premiums paid to repurchase, on the open market $100.3 million prmc:pa]
amount of our fixed rate notes. In addition, we wrote off $1.4 million of unamortized deferred financing fees
associated with the repurchased notes (see Note 5 to our consol:dated financial statements in this Annual Report
~on Form 10 K) [ncludes, in 2005, $9.8 million of premiums patd to repurchase on the open markct $120.8
million prmcapa] amount of our 8% Senior’ Secured Notes, due 2011 (“8% Notes”) Tn addition, we wrote off

. $2.1 million of unamortized deferred fmancmg fees ‘associated with the repurchased notes. Includes, in 2004 a

,  write—off of unamortized deferred financing feés of $6.7 million associated with the February 2004 refmancmg

- and termination of our then outstanding bank indebtédness and recelvables facility. In addition, this includes
a net gain related to the repurchase on the open-market of $10. 0 million principal amount of our 9 %% Senior
Subordinated Notes due 2011 (“9 %% Notes™), resulting in a galn of approximately $0.5 million, which was
.. . offset in part by approximately $0.2 million write—off of unamortized deferred financing fees. In 2002, we
' . recorded a write—off of unamortized deferred financing fees of $5.9 million related to the retirement. of our then
outstandmg indebtedness. ; ‘ :
(8) Includes a charge for the cumulative effect of accounting change of $12.4 million, net of income tax beneﬁt of
$7.1 million, as a result of our implementation of Statement of Financial Accouriting Standard (“SFAS™)-No. 142,
“Goodw1]l and Other Inlanglble Assets.” More than offsetting thrs charge is a tax beneﬂt of $l4 3 mllhon
recordéd as a result of new tax regulation associated with loss dlsallowance rules. SR
- (9) - Defined as-current-assets (excluding cash and cash equivalents) less current liabilities. -

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of QOperations

Overview A _

_ Playtéx is a leading manufacturer and marketer of a diversified portfolio of well-recognized branded consumer
“products. At December 30, 2006, our lines of business included Feminine Caré, Skin Care and Infant Care producls
. We have grouped our brands divested in years prior to 2006 as a fourth segment. For 2006, the Feminine Care and
Skin Care segments each constituted approximately 36% of our consolldated net sales and the Infant Care segment
accounted for approxxmately 28% of our consolldated net sales. ~

Our results of operations for fiscal 2006 were for the 52-week perlod ended December 30 2006 the results of
operations for fiscal 2005 were for the 53-weck period ended December 31, 2005 and the results of operations for
“fiscal 2004 were for the 52-week period ended December 25, 2004.. Our fiscal year end.is on the last Saturday in

* December nearest to December 31 and, as a result, a fifty—third week is added every five or six years. .We do not
. believe the extra week included in fiscal 2005 contributed materially to net sales or net income for fiscal 2005.

. 'As we previously disclosed, we recently completed a realignment program Lo improve focus on our core categories,
reduce organizational complexity and obtain a more competitive cost structure. Some of the spec1ﬁc initiatives
included: realignment of the sales and markelmg organizations and related support functions; rationalization of
manufacturing, warehousing and office facilities, mcludmg the outsourcing of gloves production to Malaysia; the
closing of our manufacturing facility in Canada; and a reduction in the corporate headquarters office space. As part T
_ofthe reallgnmem we completed the sale of certain real estate in the fourth quarter of 2006, resulting in a gain of $2.3
million ($2.0 million net of tax), which amount reflects the parnal utilization of the capital Ioss carryover generated
from the sale of certain non-core brand assets in 2005 as discussed below.

‘ In late 2005, we completed the sale of certain non—core brand-assets. The dlvested brand assets mc]udcd
' mtellectual property, inventory, molds and equipment for the Baby Maglc Mr. ‘Bubble, 0g1]v1c Binaca, Dorothy

" Gray, Dentax Tek, Tussy, Chubs and Better Off brands (see Noté 4 to.our consolldated finaricial staterents in this

" Annual Report on Form 10— K). These non-core brand assets accounted for appmx:mately &% of consohdated net
sales i fiscal 2005 ‘compared o 10% in.fiscal 2004. Our 2005 results include the imipact. of the divested non—core

B ‘brands’ net'sales and operating income through late 2005. Including fees.and expenses, in 2005, we recorded a net
‘loss of $2.4 million on the sale of the non—core brand assets on net proceeds of $55.7 million.




In late 2004, we completed the sale of the assets of our Woolite rug and upholstery brand to Bissell Homecare,
Inc. (see Note 4 to our consolidated financial statements in this Annual Report on Form 10-K). This transaction
resulted in a gain of $56.5 million on net proceeds of $59.9 million. Woolite accounted for approximately 4% of
consolidated net sales in fiscal-2004, Qur 2004 results include the impact of Woolite net sales and operating income
through late 2004,

Results of Operations

The following table sets forth our Consolidated Statements of Income, including net sales by segment, as well as
our consolidated results of operations expressed as a percentage of net sales for the years ended December 30, 2006,
December 31, 2005 and December 25, 2004. The discussion should be read in conjunction with our Consolidated
Financial Statements and accompanying notes in this Annual Report on Form 10-K ($ in thousands).

Year Ended
December 30, 2006 December 31, 2005 December 25, 2004
5 Y 3 % 5 - %
Net Sales: ‘ o ] -
Feminine Care .. ........... e $229.422 360 $229,729 357 $227,057° 340
SkinCare ............... e 230,796 363 195,729 304 183,308 275
InfantCare .. .....cvvvivviinnnnnn 175,930 27.7 169,793 264 165,964 24.9
‘ : 636,148 100.0 595,251 92.5 576,329 86.4
Divested .............. ...t — — 48,555 .15 90,567 13.6
636,148 - 100.0 643,806 100.0 666,896 100.0
Costofsales...............c......... 292,323 46.0 300,988 46.8 323,157 48.5
Grossprofit. . ...... ... ... ... 343,825 54.0 342,818 53.2 343,739 51.5
Operating expenses:
Selling, general and administrative . ... 233,898 36.8 233,996 36.3 241,428 36.2
Restructuring . ... .. (357) 0.1) 4,224 0.7 9,969 1.5
Loss on impairment of intangible assets —_ — C— — 16,449 25
Amortization of intangibles . . .. ... . 2,575 0.4 2,822 04 1,293 0.2
Total operating expenses ......... 236,116 37.1 241,042 374 269,139 404
Gain (loss) on sale of certain assets. ... ... 2,344 04 (2,421) (0.4) 56,543 8.6
Operating income . . ................ 110,053 173 99,355 15.4 131,143 19.7
Interest expense, net .. ................ 54,796 8.6 64,396 10.0 69,561 10.4
Expenses related to retirement of debt, net. 7,431 1.2 11,866 . 1.8 6,432 1.0
Other EXPEnSES. . . .\ vveeeeeeeennnn . 69 0.0 21 00 . 353 0.1
Income before income taxes. . .. ...... 47,757 7.5 23,072 3.6 54,797 8.2
Provision (benefit) for income taxes. .. ... , 17,553 2.8 10,544 1.6 (710) (0.1}
Netincome..........ocouevnonn .. $ 30,204 47 § 12528 20 § 55507 8.3

Year Ended December 30, 2006 Compared To Year Ended December 31, 2005

Net Sales — Qur consolidated net sales decreased $7.7 million, or 1%, to $636.1 miilion in 2006. This decrease was
due to the impact of the divestiture of the non—core brand assets. Net sales of the divested non-core brands in 2005
were $48.6 million. Exclusive of the divestitures, net sales increased $40.9 million, or 7%, in 2006 as compared to
the similar period in 2005, '

Net sales in the Feminine Care segment were essentially flat in 2006 at $229.4 million versus the prior year. In
" the third quarter of 2006, we introduced Sport, a new plastic applicator tampon. This product has performed well at
" rétail and consumers have responded positively to our advertising and promotion. Net sales of Sporr offset net sales
declines in Gentle Glide, Beyond and discontinued flanker products. Pricing changes resulted in higher net sales of
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- approximately $3 million, which was offset by higher trade promotion and costs of consumer coupons related to the
launch of Sport. Overall, our tampon U.S. dollar market share of the measured markets has remained relatively stable
since the fourth quarter of 2003 at approximately 25%' > ’

Net sales in the Skin Care segment increased $35.1 million, or 18%, to $230.8 million in 2006. The increase in
net sales is due primarily to increased shipments in Banana Boat and Wet Ones a$ pricing changes did not materially
impact net sales results. Shipments of Banana Boat were above year ago due to higher consumption in the U.S. sun
care category resulting in improved product sell-through for the 2006 season. Our new sun protectlon products,
. UltraMist and baby and kids tear-free products, performed well. Wer Ones net sales were higher in fiscal 2006 as
consumption in the pre—moistened towelette category continued to show positive growth trends and we improved our
product distribution. Playrex Gloves sales also improved shghtly in the current year.

Net sales. in the Infant Care segment increased $6.1 ‘million, or 4%, to $175.9 million in 2006 versus the
comparable period in 2005 due primarily to higher shipments in cups and mealtime products and reusable bottles.
Net sales in cups and mealtime products increased versus the-comparable prior year period as we introduced several
new products during the périod, mcludmg a line of licensed Baby Einstein mealtime products and a Create My Own
spill-proof cup. . While shipments in.hard bottles were up, this increase was somewhat offset by tower disposable
bottle shipments.as competitive activity, particularly in private label, continued in this area. Net sales of Diaper
Genie were down slightly year over year. Due to competitive activities, there were no meaningful prlcmg impacts
" to net sales i in fiscal 2006.

Gross Profit — Qur consolidated gross profit increased by $1.0 million to $343 8 million in 2006 despite lower nel
sales. As a percent of net sales, gross profit increased 80 basis points to 54.0% in 2006 versus 53.2% in 2005. The
increased gross profit margin was due primarily to the impact of the divestiture of the non-core brands, which had
_lower gross margins. . .-
Operating Income — Our consolidatéd operating income increased $10.7 million, or 11%, to $110.1 million in
fiscal 2006., Included in operating income in 2006 was a net gain of $2.3 million from the sale of certain real estate
assets, which was associated with our restructuring efforts. Included in-operating income in 2005 was a net loss of

$2.4 million associated with the sale of certain non—core brand assets and operating income of-$8.4 million related '

to those divested brands. Exclusive of the impact of the gains/losses from the sales of the assets noted above and the

-operating income associated with the divested non-core brands, operating income would have increased by $14.3
million i in fiscal- 2006 versus fiscal 2005. This increase was due to higher gross profit due to"higher net sales of
retamed brands and lower restructuring charges, net, of $4.6 million in fiscal 2006 versus fiscal 2005

lnterest Expense, Net — Qur consolldated interest expense, net decreased $9.6 ml"IOI'l to $54.8 million in 2006

The decrease in interest expense is due primarily to lower debt levels resultmg from the repurchase, on the open .
market, of approximately $100.3 million principal amount of our 8% Notes and our 9 %% Notes collectlve]y, the .

“Notes,” during 2006 and hlgher interest income in 2006 on available cash balances.

Expenses Related to Retirement of Debt — ln 2006, on varying dates we repurchased on the open market and

subsequently cancelled, $49.0 million principal amount of our 8% Notes and $51.3 million principal amount of our -
9% % Notes, at a premium of $6.0 million. As a result, we wrote off $1.4 million of unamortized deferred financing

fees, representing the pro—rata portion of the unamortized deferred financing fees.associated with the repurchased
Notes. In 2005, on varying dates, we repurchased on the open market, and: -subsequently.cancelled, $120.8 million
prm(:lpal amount of our 8% Notes at a premium of $9.8 million. In addition, we wrote off $2.1 million of unamortized
deferred financing feés, representing a pro-rata portron of the unamortized deferred financing fees associated with

the repurchased 8% Notes. (see Notes 5 and 7 to our consolidated ﬁnancml statements in this Annual Report on

 Form 10-K).

Provision for Incame Taxes — Our consolidated income tax expense was $17.6 million for fiscal 2006 compared to

" consolidated income tax of $10.5 million in fiscal 2005. In 2006, we sold certain real estate at a gain of $2.3 million, )

$2.0 million net of tax, which amount reflects the partial utilization of the capital loss carryover generated from the
sale of non-core brand assets in 2005. In addition, we reversed $1.3 million-of tax reserves as a result of the completion

of certain audits and the elapsing of certain tax statutes. Included in 2005 was a tax benefit of $6.8 million to reflect

the reduced tax rate associated with the special repatriation of undistributed earnings from our foreign subsidiarics

under The American Jobs Creation Act of 2004. In addition, we divested certain non—core assets resulting ina $2.4-
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million loss for financial reporting purposes. This divestiture included $8.1 million of non—deductible goodwill and
a $16.0 million capital loss for tax reporting purposes. The future tax benefit of the capital loss carryover that expires
in 2010 was fully reserved due to the uncertainty of its future utilization except for the portion utilized in 2006 in
connection with the sale of certain real estate in 2006. The additional federal and state tax expense included in the
provision for income taxes related to the non—core asset sales noted above was $8. 8 million. The effective tax rate is
36.8% for 2006 compared to 45.7% in 2003, :

Year Ended December 31, 2005 Compared To Year Ended December 25, 2004

Net Sales — Our consolidated net sales decreased $23.1 million, or 3%, to $643.8 million in 2005. This decrease
was due to the impact of the divestiture of the non—core brand assets. Net sales of the divested non—core brands were
down $42.0 million versus the full year 2004. ‘Exclusive of the divestitures, net sales increased $18.9 million, or 3%,
in 2003 as compared to the similar period in 2004. ‘

Net sales in the Feminine Care segment increased $2.7 million, or 1%, to $229.7 million in 2005, This increase
was due to higher shipments of Gentle Glide due, in part, to the introduction of the 36—count multi—pack product and

-increased advertising and promotion for this key brand. The increase was partially offset by the impact of a price

reduction on Beyond and lower Beyond sales due to pipeline volume for the mmal launch of the product in the first
quarter of 2004. : :

Net sales in the Skin Care segmcnt increased $12.4 million, or 7%, to $195.7 million in 2005. The increase in
net sales was due primarily to increased shlpments in Wet Ones and Banana Boat. Wet Ones net sales were higher
in fiscal 2005 as consumption in the pre=moistened towelette category continued to show positive growth trends
and improved distribution, including front—énd placement at certain key retailers. Shipments of Barana Boat in
2005 were above fiscal 2004 due to higher consumption in the U.S. sun care category resulting in improved product
seli~through for the 2005 season and higher international shipments in 2005 versus 2004.

Net sales in the Infant Care segment increased $3.8 million, or 2%, to $169.8 milfion in 2005 due primarily to
higher shlpmcnts of Hip Hammock and pacifiers versus the comparable period in 2004. While shipments-in hard
bottles were up, the increase was offset by lower disposable bottle shipments as competitive activity, particularly in
private label, contmued in this area. Net sales of cups and Diaper Genie were up slightly year over year.

Gross Profit — Our consolidated g g,ross profit decreased by $0.9 million to $342.8 million in 2005 despite lower
comparative net sales. As a percent of net sales, gross profit increased 170 basis points to 53.2% in 2005 versus 51.5%
in 2004, The increased gross profit margm was due primarily to the restructurmg and realignment savings, a lower
sun care returns rate and the positive impacts from the acquisition of the remaining Banana Boat distribution rights.

- These positive impacts were partially offset by significantly higher raw material costs versus the prior year. -

" Operating Income — Qur consolidated opcréting income decreased $31.8 million, or 24%, to $99.4 million in fiscal

200S. Included in operating income in 2005 was a net loss of $2.4 million associated with the sale certain non—core
brands, while 2004 had a net gain of $56.5 million from the salé of the Woolite assets. Exclusive of the impact of the
gains/losses from the sales of the divested brand assets in each period, operating income would have increased by
$27.2 mitlion in fiscal 2005 versus fiscal 2004. This increase was due to an impairment charge of $16.4 million in
fiscal 2004 to reducc the carrying value of certain trademarks, lower restructuring charges of $5.7 million in fiscal
2005 as compared to fiscal 2004 related'to our realignment program and lower SG&A expenses of $7.4 million.

"The net decrease in SG&A of $7.4 million in fiscal 2005 as compared to fiscal 2004 was driven by restructuring
and realignment.savings, partially offset by equity compensation expenses from new compensation plans of $8.0

~ million, higher net legal expenses, and increased advertising and promotion spending.

Amortization of intangibles increased by $1.5 million as compared to fiscal 2004 due'primarily to a full year of

'amortlzatlon of the non—compete agreement for the former CEO as compared to only one quarter in 2004,

Interest Expense, Net — Our consolidated interest expense, net decreased $5.2 million to $64.4 mllllon in 2005.
The decrease in interest expense was due primarily to the repurchase on the open market of $120.8 million prmc:pal
amount of 8% Notes during 2005 and higher interest income in 2005 on available cash balances.
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Expenses Related to Retirement of Debt — In 2005, we repurchased on fHe'open market, and subséquently canceled,
$120.8 million principal amount of our 8% Notes at a premium of $9.8 million. In addition, we wrote off $2.1 million
.of unamortized deferred financing fees, representing a pro-rata portion of the unamortized deferred financing fees
associated with the repurchased 8% Notes. On February 19, 2004, we terminated our then outstanding credit facility
and receivables facility.- As a result, we wrote 0ffappr0x1mately $6.7 million in unamortized deferred financing fees
relatlng to these facilities. .In addition, wé recorded a gain of $0.5 million, which was partially offset by a write—off
of $0.2 million of unamortized deferred financing fees, as a result of the'repurchase on the open market of $10.0
~ ‘million principal of our 9 %% Notes (see Notes 5 and 7 to our. consohdated financial statements in this Annual
" "Report on Form 10-K).

Other Expenses—OQur consolldated other expcnses in 2004 -were pnmarlly the costs associated with a recewables
facnluy This facility was terminated as a result of our refinancing on February 19, 2004,

Provision (Benefit) for Income’ Taxes—Our consolldalcd income tax expense was $10. 5 million for flscal 2005

compared to a consolidated income tax benefit of $0.7 million in fiscal 2004, Included in 2005 is a tax benefit of _
" - §$6.8 million to reflect the reduced tax rate associated with the special repatriation of undistributed earning$ from our

' forelgn subsidiaries under The Amencan Jobs Creation Act'of 2004, In addmon in 2005, we dlvested certain non--
~core assetsuesultmg in a'$2.4 million‘loss for financial reporting purposes This divestiture included $8.1 million
+ of non—deductible goodwill and a $16.0 million capltal loss for tax reporting purposes. The future-tax benefit of
the capital loss carryover that-expires in 2010 was fully reserved due tg the uncertainty of its future utilization. The
‘additional federal and state tax expense mcluded in the provision for income taxes related to the non—core asset sales
noted above was $8.8 mllhon ‘Included m 2004 was a $17.8 million i income tax benefit resulting from the reversal of a
prewously established valuation allowance on a capital loss carryforward We had established a valuation allowance
because we did not believe thit we would utilizé this capital loss carryforward before its éxpiration in December 2004,
. However, as a result of the'gain generated by the sale of certain Woolité assets in November 2004, we were able to’
" utilize a portion of this capital loss carryforward resulting in a reversal of the valuation alléwance noted. In addition,
‘we recorded an-income tax benefit of $2.8 million in 2004 as a result of the favorable outcome of certain tax audits.
. “The effective tax rate is 45.7% for 2005 compared to (1. 3%) in 2004, Exclud:n;, the impact of the dividend reccived’
) «_deducnon change in valuation allowance for capital loss carryforward and non—déductible goodwill associated with
sale of non-core brands noted above our 2005 effective tax rate would have been 38.6%, compared to 36.3% in 2004
excludmg the lmpact of the tax benefit from the utilization of the capital loss carryforward associated with the sale
of assets of the Woolite rug and upholstery brand and benefit of favorable foreign tax audit noted above. .
Liquidit)‘ and Capital Resburces
" Cash and._Cash Equivalents . - )
* At December 30, 2006, we had $28.4 million.of cash and cash equivalents as compared to $94.4 million at
« December 31, 2005. -This net decrease in cash was primarily the result of the repurchase of $100.3 million principal
. amount of Notes on the open market during 2006, at a premium of $6.0 miEhon the S11.6 million used to purchase
treasury stock and- 521 I million used for capital expenditures and mlangrble payments partially offset by net cash
prowded by operations and proceeds from stock i issuance associated with.the exefcise of stock options.  We invest
our cash in highly liquid, U.S. government or other hlgh]y—rated investments, as stipulated by our credit agreemem
The cash on hand at December 30, 2006 may be used, among other things, to repurchase bonds on the-open market,
: dependmg upon avaliablllty and price, to repurchase-our common stock in conjunction with our approved stock
‘repurchase program, to finance investments in our brands and to make scheduled bond interest payments in addition
to funding working capital needs throughout the current year, ' :

-
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Cash Flows Analysis (in thousands).

Year Ended
December 30, Deccmbeg' 3, December 25,
. . 2006 2005 2004
Net cash provided by operations .. ..., § 72,025 $ 62,739 $72,729
Net cash (used for) provided by investing activities .............. (18,502) 6,553 42,549
" Net cash used for financing activities . . ....................... (119,576) (112,702) {5,650)

Net Cash Provided by Operations — Our net cash provided by operations increased $9.3 ‘million to $72.0 million
in fiscal 2006. The increase in net cash provided by operations was due primarily to lower cash payments for interest
of $10.4 million resulting from our repurchase of Notes and lower cash payments related to our realignment program
of $5.6 million. This was partially offset by higher cash payments in fiscal 2006 for taxes of $9.4 million, due in part
to a reduction in tax paid in 2005 associated with a tax credit in 20035. '

Net Cash Used for Investing Activities — Our cash used for investing activities of $18.5 million was primarily
driven by our capital expenditures of $16.6 million in 2006 to support new products, upgrade production equipment,
invest in new technologies and improve our facilities. Capital expenditures for 2007 are expected to be approximately
$18 million. We also paid $2.0'million for certain licensing agreements, and $2.6 million to our former CEO as the
final payments related to a non—compete agreement, and received $2.6 million in proceeds from the sale of certain
real estate assets. : ‘ )

Net Cash Used for Financing Activities — Our cash used for financing activities of $119.6 million in 2006 was
the result of the repurchase on the open market and subsequent retirement of $100.3 million principal amount of our
Notes plus related premiums of $6.0 million. In addition, we repaid $6.3 million outstanding on the revolver, net of
borrowings. We also paid $11.6 million to repurchase, on the open market, one million shares of Company common
stock under the approved $15 million stock repurchase program. These shares are now included in treasury stock at
cost. This was partially offset by $4.6 million of proceeds from the issuance of stock associated with the exercise of
stock options. '

We intend to fund our operating cash, capital expenditures, debt service requirements and stock repurchase
program through cash generated from operations and borrowings under our revolver through fiscal 2009. However,
we may not generate sufficient cash from operations to make either the $290.2 million scheduled principal payment

on the 8% Notes or the $288.7 million scheduled principal payment on the 9 % % Notes, both due in fiscal 2011.

Accordingly, we may have to refinance our obligations, sell assets or raise equity capital to repay the principal
amounts of these obligations. Historically, our cash from operations and refinancing activities have enabled us to
meet all of our obligations. However, we cannot guarantee that our operating results will continue to be sufficient
or that future borrowing facilities will be available for the payment or refinancing of our debt on economically
attractive terms. ; '

We have a variable rate revolver comprised of a $100.0 million revolving credit facility for use in the United States
and a $20.0 million Canadian dollar revolving credit facility for use in Canada (coliectively, the “Revolver”).

The availability under the Revolver is subject to a borrowing base calculation, which is dependent upon the
level of certain assets including eligible receivables, eligible inventory and eligible equipment, as defined in the
Revolver. As of December 30, 2006, the availability under the.Revolver, based on our borrowing base calculation,
was $61.9 million, as reduced for outstanding letters of credit, as defined in the Revolver.

.

The rates of interest we have paid in the past, and will continue to pay in the future, on our Revolver are, at our
option, a function of various alternative short term borrowing rates, such as the prime rate or the London Inter—Bank
Offer Rate (“LIBOR”). :

Our indebtedness at December 30, 2006 is comprised of fixed rate notes. As a result, at December 30, 2006,
our exposure to changing interest rates is not significant. A one percentage point change in our variable interest rate
would not have a material impact on our consolidated interest expense. Due to the attributes of our debt portfolio,
reductions of our outstanding debt may require that we repurchase bonds on the open market, in privately negotiated
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transactions, under certain call provisions pr0v1ded in the note mdentures or otherw1se from time to time. Such
repurchases may be subjeet to bond availability and may requtre substantlal premiums depending on prices 1n the
marketplace and the call provisions. Lo ‘

Our Revolver and the indentures to our Notes contam varlous restnctlons and hmttatlons that may impact us.
These restrictions and hmltatlons relate to:

L3

incurrence of mdebtedness : : C certain debt payments and modifications,
contingent obllgatlons : ' loans and investments,
‘e liens, transactions with affiliates,

capital expenditures, .

meérgers and acquisitions,

asset sales, dividends and distributions,
redemption or repurchase of equity interests,

changes-of control,
payment of consulting and management fees, and
compliance with laws and regulations.

e & o o & o 0
* e & b

Contractual Obligations

The following table summarizes our contractual obllgatlons at December 30, 2006 (in thousands):

¥

Pa) ments Due by Period

Less than . More than

. ] ‘ Total ) Year 1-3 Years 3-5 Years 5 Years
Long—termdebt . .............. ... ... ... $578.926, $° — $§ . —  $578926 $§ —
Interestexpense. ................ T . 206,991 50,711 101,069 55,211 —
Operating lease Obllgatlons ......... T 21,113 6,276 8,156 5,029 1,652
" Purchase obligations.and other®. ... .. e 54,191 51,171 3,020 — —
Do Total e $861,221 $108,158 $112,245 $639.166 $1,652

‘ )

(1) Includes open ptiehase orders primarily for the procurement of raw ‘materials, packaging and supplies for use

in the production process. Excéludes séverance payments under the strategic realignment plan (see Note 3 to our
- consolidated fihancial statements in'this Annual Report on Form 10-K). ‘

Off—Balance Sheet Arrangements

We do not have any significant off-balance, sheet arrangements that are reasonably likely to have a current or
- future effect on our financial condition, results of operatlons llqu1d1ty, capital expenditures or capital resources.

Crltlcal Accounting Polncles

The preparation of f1nanc1al statements in accordance with GAAP requires us to make estlmates and
assumptlons These estlmates and assumptlons affect:

. the reported amounts and tlmmg of revenue and expenses,
* the reported’'amounts and classification of assets and liabilities, and
* the disclosure of-contingent assets and liabilities

- Actual results could vary from our estlmates and assumptions. These estimates and assumpttons are based on
historical resuits, assumpttons that we make as well as assumptions by third partles

Key areas where assumpm)ns and estimates are used include;

Sun Care Returns — Qur practice is not to accept returned goods unless authorized by management of the sales
organization. .Réturns result primarily from damagé and shipping discrepancies. Exceptions to this policy include
our Sun Care seasonal returns. Under certain circumstanceé we allow customers to return Sun Care products that
have not been sold by the end of the sun care season, which is normal practlce in the sun care industry. - We record
sales at the time the products are shipped and title transfers. The térms of these sales vary but, in all instances, the
following conditions are met: the sales arrangement is evidenced by purchase orders submitted by customers; the
selling price is fixed or determinable; product has shipped and title transferred; there is an obligation to pay at a
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specified date or dates without any additional conditions or actions required by us; and collectibility is reasonably
assured. Simultaneously with the time of the shipment, we reduce sales and cost of sales, and reserve amounts on our
consolidated balance sheet for anticipated returns based upon an estimated return. level, in accordance with GAAP.
Customers are required to pay for the Sun Care product purchased during the season under the fequirgd terms.
Due to the seasonal nature of sun care, we offer a limited extension of terms to certain qualified customers. This
limited extension requires substantial cash payments prior to or during the summer sun care season. We generally
receive returns of our Sun Care products from September through March following-the summer sun care season. We
estimate the level of sun care returns using a variety of inputs including historical experience, consumption trends
during the sun care scason and inventory positions at key retailers as the sun care season progresses. We monitor
shipment activity and inventory levels at key retailers during the season in an effort to gauge potential returns issues.
This allows us to manage shipment activity to our customers, especially in the laiter stages of the sun care season,
to reduce the potential for returned product. The level of returns may fluctuate from our estimates due to several
factors including weather conditions, customer inventory levels, and competitive conditions. Based on our 2006 Sun
Care results, each percentage point change in our returns rate would have impacted our reported net sales by 81.6
l’!‘ll"lOl‘l and our reported operating income by $1.4 million.

.

Bad Debt -Reserves — The extension of trade credit carries with it the chance that the customer may.not pay
for the goods when payment is due. We measure past due status based on the date the invoice is due. We review
our receivables portfolio and provide reserves for potential bad debts including those we know about and those that
have not been identified but may exist due to the risk associated with the granting of credit. The estimated reserves
required to cover potential losses are developed using historical experience, analysis of our accounts receivable
aging and the overall credit worthiness of our portfolio of customers. Reserve balances are based on the best
information available to us and are re-evaluated and adjusted as additional information is received. The adequacy
of the estimated reserve may be 1mpacted by the deterioration of a large customer and/or significant weakness in the
economic efvironment resulting in a hlghcr level of customer bankruptcy filings.

Long—Lived Assets — Long-lived assets, including fixed asscts and intangible assets w1th finite useful lives,
are evaluated periodically for impairment whenever events or changes in circumstances indicate that the carrymg
amount of any such asset may not be recoverable. If the sum of the undiscounted cash flows is less than the carrying
value, we recognize an impairment loss, measured as the amount by which the carrying value exceeds the fair value
of the asset. The estimate of cash flows requires significant management judgment and requires, arhong other things,
certain assumptions about future volume revenue and expense growth rates, and as such, may différ from actual
cash flows. -

Goodwill and Indefinite~Lived Intangible Assets — Carrying values of goodwill and mtanglble assets with
indefinite lives are reviewed at least annually for possible impairment in accordance with SFAS No. 142. Our
impairment review is based on a discounted cash flow approach that requires significant management judgments,
similar to those noted above for long—lived assets, and for the selection of an appropriate discount rate. We have

-three major classifications of assets which arc tested for impairment: goodwill, trademarks and sun care distribution
. rights. We measure the fair value of each of our reporting units, as defined in SFAS No. 142, for purposes of testing

the appropriateness of the carrying value of our goodwill. We do this by estimating the discounted cash flows of each
reporting unit. We then compare the fair value of the reporting unit to the carrying value of its net assets, including
goodwill, to ensure no impairment is indicated: We measure fair value for purposes of testing our trademarks for
impairment using the relief from royalty method (a discounted cash flow methodology). Our rescarch indicates that
this is the most widely used approach for valuing assets of this typc. We consider a number of factors in determining
the-relevant variables for this calculation including royalty rates for similar products licensed in theé marketplace and
the additional rights and obligations inherent in the ownership of a trademark as opposed to a licensing arrangement
including product extension, geographical expansion opportunities, exclusivity of use and transferability. In addition,

we utilize a discount rate that reflects the rights and obligations of ownership, which results in an inherent premium as
compared to a valuation of a licensing agreement since the discount rate of a licensee would reflect the additional risks
of a license-only arrangement. Our impairment review for sun care distributor rights is based on a discounted cash
flow approach utilizing cash flows specifically related to these respective assets. Animpairment charge is recorded for
the difference between the carrying value and the net present value of estimated future cash flows, which represents
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the estimated fair value of the asset. We use our judgment in assessing whether assets may have become impaired

between annual valuations. [ndicators such as unexpected adverse economic factors, unanticipated technological
change-or competitive activities may srr,nal that an asset has become impaired.

Promotion Accruals — We offer a variety of sales incentive programs to customers and consumers, such
as cooperative advertising programs, feature prlce discounts, in store dlsplay incentives and consumer’ coupons!

The recognition of the costs for these programs, which are classified ds a reduction of revenue, involves’ ‘the use of .

judgment related to performance and redemption estimates. We account for these programs in accordance with

Emerging Issues Task Force Issue No. 01-09, “Accounting for Consideration by a Vendor to a Customer (Includinga

Reseller of a Vendor’s Producl) " Settlement of associated llabrlrtres typically océurs in subsequent periods primarily
through an authorized process for deductions taken by a customer from amounts otherwise due to us. As-a rcsult

thé ultimate cost of certain trade promotion programs is dependent on the relative success of the events. Accruals for
consumer coupons are made at the time the coupon is distributed. These estimates are made utilizing the value of the

coupon and the expected redemption rates. Expected redemption rates arc determined using historical redemptron-

experience for similar programs. We monitor monthly redemption activity with the assistance of a third party, which
tracks actual redemptions and providés updated.estimates for future redemptions of the coupons. Aclual expenses
may differ if the level of redemptlon rates and performance vary from estimates.

_ Restrucmrmg and Relafed Charger — Reslruclurmg liabilities are recorded for estlmated costs of facrlny
closures, srgmfrcam organizational adjustments and measures undertaken by us to exit certain activitics. We estimate

the costs of such activities after evaluating detailed analyses of the cost to be incurred. Such liabilities could include

amounts for items such as severance costs and related benefits (mcludmg setilements of pension plans), impairment

of property and equipment or other assets, lease termination payments plus any other items directly related to the :

exit activities. ‘Whilc the actions are carried out as expeditiously as possible, restructuring and related chargés are

- estimates. Changes in estimates resulting in an increase to or a reversal of a prevrously recorded habrhty may be

required as we execute the restructuring plan.

Restructurmg and related charges which are rcﬂected in-operating expenses, include but are not limited to,
severance and related costs, any asset impairments relating to the restructuring, and other costs directly related to the
initiatives implemented. Sece Note 3 to the consolidated financial slatemems-in this Annual Report on Form 10-K:

Pension and Postretirement Benefits — Included in’our “results of nperatlons are pension and postretirement

costs and credits, which are measured using actuarial valuatrons with assOciated assets and/or liabilities recorded

in our Consolidaiéd Balance Sheet. Inherent in these valuanons are key assumpnons including assumptions about
discount rates, expected return on plan assets, annualized increases in salaries and wages, the future number of

“participants and, in the case of postretirement health care benefits, the future cost of health care. These assumptions

are updated on an annual basis. We are required to consider market conditions, including changes in interest rates,
in making these assumptions. A one percentage point increase or decrease in the assumed health care cost trend
rate would change the sum of the service and interest cost components of the fiscal 2006 net periodic postretirement
benefit expense by less than 1%. 'A one percentage point increase or decrease in the assumed health care cost lrend
rate would change the accumulated postretirement benefit obligation as of December 30, 2006 by less than 1%.
one percentage point change up or down in the discount rate or in the long-term rate of return on plan assets would
not have a signifi icant impact on net periodic perision expense. See Note 13 to the Consolidated Financial Statements
in IhlS Annual Report on Form 10-K.

Srock—Based Compensation — We account for stock- based compensatlon in accordance with SFAS
No. 123 (revised 2004), “Share—Based Payment,” (“SFAS No. 123,(R)’f). SFAS No. 123 (R) requires us to measure
all employee stock—based compensation awards using a fair value method and recognize.such expense in our

" -consolidatéd financial statements: In addition, SFAS No. 123 (R) requires additional accounting related to the

income tax effects and additional disclosure regarding the cash flow 'effects‘resulting from stock—based payment

arrangements. We adopted SFAS No.' 123 (R} on January 1, 2006 using the modified prospective transition method
in which’ compensation cost is recognized beginning’ January 1,,2006 for all stock-based awards granted on ‘or

after that date and for all awards granted to employees prior o January 1, 2006 that remain unvested on that date.
Under thlS transition method, compensation cost recognized in fiscal 2006 includes: (a) compensation cost for all

" stock—based awards granted prior to, but not yet vested as of Janua_ry I, 2006, based on the grant date fair value
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estimated in accordance with the original provisions of SFAS No. 123, as adjusted for an estimate of the number of
awards that will be forfeited and (b) compensation cost for all stock-based awards granted on or after January 1,
2006 based on the grant date fair value estimated in accordance with the provisions of SFAS No. 123 (R). Previously,
we had recognized the impact of forfeitures as they occurred. The grant date fair value of the awards generally vests
over the service period. The stock-based compensation expense is included in SG&A expenses. SFAS No. 123 (R)
requires management to make estimates and assumptions to determine the underlying value of stock options and
restricted stock awards, including the vesting for restricted stock awards and options containing performance-based
vesting features, the expected term of stock options, an estimate of future forfeitures and the volatility of our stock
price in the future. These assumptions have an impact on the valuation assigned to equity awards and the associated
recognition of expense. See Notes 1 and 10 to the Consolidated Financial Statements in this Annual Report on Form
10-K.

Derivative Instruments — Playtex Limited, our Canadian wholly-owned subsidiary, has forecasted purchases
of inventory from Playtex U.S., which results in a cash outflow from Playtex Limited to Playtex U.S. The cash
outflow is settled in U.S. dollars, which is different than the functional currency of Playtex Limited, which is the
Canadian’dollar. As a result, Playtex Limited has a cash flow risk associated with changes to the exchange rate
between the U.S. dollar and the Canadian dollar. To address this cash flow risk, Playtex Limited may enter into
a forward contract for the purchase of U.S. dollars at a specified price on a specified date that coincides with the
scheduled cash remittance to Playtex U.S. The forward contract is accounted for as cash flow hedge under SFAS
No. 133, “Accounting For' Derivative Instruments And Hedging Activities,” as amended, and related interpretations,
(“SFAS No. 133"). Under SFAS No. 133, the fair value of the forward contract is recognized on the balance sheet
with the effective portion of the cash flow hedge being deferred and recognized in earnings at the time the scheduled
remittance is completed and the forward contract is settled. The deferred portion of the fair value of the forward
contract is recorded, net of tax, in accumulated other comprehensive income in the stockholders’ equity section of
the balance sheet. Any ineffective portion of the cash flow hedge is reflected in earnings immediately. We update
the fair value of the forward contracts and record any required adjustments to our financial statements on at least a
quarterly basis as required under SFAS No. 133. At December 30, 2006, our consolidated balance sheet included an ‘
asset of $0.4 million, which represented the fair value of the outstanding forward contracts entered into by Playtex
Limited. These forward contracts, which require an aggregate purchase of $13.9 million in U.S. dollars by our
Canadian subsidiary, have maturity dates of less than one year. The accounting for gains and losses associated with
changes in the fair value of the derivative and the effect on the consolidated financial statements will depend on its
designation and whether the hedge is highly effective in achieving offsetting changes in the fair value of cash flows
of the hedged remittances. There were no derivative activities in fiscal 2005, '

Other Significant Accounting Policies — Other significant accounting policies, primarily those with lower levels
of uncertainty than those discussed above, are also critical to understanding our Consolidated Financial Statements.
The notes to our Consolidated Financial Statements contain additional information related to our accounting policies
and should be read in conjunction with this discussion. '

Recently Issued Accounting Standards

In Sep'tember 2006, the SEC issued Staff Accounting Bulletin (“SAB™) No. 108, “Considering the Effects of
Prior Year Misstatements when Quantifying Misstatements in Current Year Financial Statements.” SAB 108 provides
guidance on the consideration of effects of the prior year misstatements in quantifying current year misstatements for
the purpose of a materiality assessment. The SEC staff believes registrants must quantify errors using both a balance
sheet and income statement approach and evaluate whether either approach results in quantifying a misstatement
that, when all relevant quantitative and qualitative factors are considered, is material. SAB 108 is effective for the
first annual period ending after November 15, 2006, which is our fiscal 2006 report. At December 30, 2006, the
application of SAB 108 had no impact on our Consolidated Financial Statements.

The Financial Accounting Standards Board (“FASB”} issued SFAS No. 123 (R} in December 2006 and the
provisions of SFAS No. 123 (R) are effective for annual financial statements issued for fiscal years beginning
after December 15, 2005, or our fiscal 2006, We adopted SFAS No. 123 (R) on January 1, 2006 using the modified
prospective transition method in which compensation cost is recognized beginning January 1, 2006 for all stock—
based awards granted on or after that date and for all awards granted to employees prior to January 1, 2006 that
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remain unvested on that date. See Notes 1 and 10 to our consolidated financial statements in this Annual Report on
Form 10-K for a more complete discussion of our accountmg pohcy for Share—Based Payments and the resulting
impact on our Consolidated Fmancml Statements. -

.

In September 2006, the FASB issued SFAS No. 158, “Empioyers Accounting for Defi fied Benef‘ t Pension and

Other Postretirement Plans - An Amendment of FASB Statements No. 87, 88, 106, and 132." SFAS l\fo. 158 requires

an employer to recognize in its balance sheet an asset or liability for a plan’s funded status, measure a plan’s assets
and obligations as of the end of the employer’s fiscal year and recognize changes in the funded status in the year in
which the changes occur. SFAS No. 158 also enhances the current disclosure requirements for pension and other
postretirement plans to include disclosure related to certain effects on net periodic benefit cost. The requirement to
recognize the funded status of a benefit plan and the disclosure requirements are effective as of’ the énd of the fiscal
year ending after Decémber 15, 2006, or our fiscal year 2006, "The requirement to measure plan assets and benefit
obligations as of the employer’s fiscal year-end is effective for fiscal years ending after December 15, 2008, or our
fiscal 2008. See the Consolidated Statements of Stockholders” Equity and Note 13 to our consolidated financml
statements in this Annual Report on Form 10-K. .

In September 2006, the FASB issued SFAS No. 157 “Fair Value Measurements.” SFAS No. 157 provides
guidance for using fair value to measure asscts-and llablllllcs and is intended to rcspond to mvestors ‘requests for
“expanded information about the extent to which ¢ companles measurc assets and habllmes at fair value the mformahon
used to measure fair value and the effect of fair value measuremems on income. SFAS No. 157 applles whenever
other standards require (or permit) assets or liabilities to be measured at fair value but does not expand the use of fair
value to any new circumstances. SFAS No. 157 also requires: expanded disclosure of the effect on income for items
measured using unobservable data, estgblisheé a fair value hierarchy that prioritizes the information used to develop
those assumptions and requires separate disclosure by level within the fair value hierarchy. The provisions of SFAS
~ No. 157 are effective for interim finanéial statements issued for fiscal years beginning after November 15, 2007, or
our fiscal 2008. We are currently evaluatlng the impact of adoptmg; SFAS No. 157 on the Consohdated Financial
Statements. 8

In July 2006, the FASB issued Imerpretation No. 48 (“FIN 48") “Accounting for Uncertainty in lncome Taxes,
~an lnterpretatton of SFAS No. 109”. ‘FIN 48 prescribes a recognmon threshold and mcasuremem attribute for the
financial statement recognltlon and measurement of a tax position taken in a tax return We must determine whether
it is at least more likely than not that a tax position will be sustained upon examination based on the technical merits

of the position. FIN 48 is effective for fiscal years begmnmg after Decernber 15,2006. We are currently assessmg .

the impact of the adoption of FIN 48 on our Consolldated Fmanc:al Statcments

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
* Liabilities-including an amendment of SFAS 115” (“SFAS No. 159”). The new statement allows entities to choose,
at specified election dates, to measure eligible financial instruni'énts and certain other items at fair value that are not
otherwise required to be measured at fair value. 1f a company elects the fair value option for an eligible item, changes
in that item’s fair value in subsequent reporting periods must be recognized in current earnings. SFAS No. 159 is
effective for fiscal years beginning after November 15, 2007. We are currently evaluating the potential impact of
SFAS No. 159 on our Consolidated Financial Statements.

" Item 7A. Quantitative and Qualitative Disclosure about Market Risk

-

All of our indebtedness at December 30, 2006 is comprised of fixed rate notes (see Note 7 to our consolidated
financial statements in this Annual Report on Form 10-K). We have in the past and may.in the future use financial
instruments, such as derivatives, to manage the impact of interest rate changes on our debt and its effect on our
- income’and cash flows. Our policies prohibit the use of' derivative instruments for the sole purpose of tradmi, for
profit on price fluctuations, or to enter into contracts, which intentionally i increase our underlying interest rate
exposure. Our indebtedness at December 30, 2006 was comprised of $290.2 million of 8% Notes and $288.7 million
of /,% Notes. As such, at December 30, 2006, a one percentage point change in our variable interest rate would not
have a material impact on our-consolidated interest expense.
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We enter into forward exchange contracts to hedge certain portions of forecasted cash flows denominated in the
U.S. dollar made by a foreign subsidiary, which has a different functional currency. At December 30, 2006, our open
contracts had a fair value of $0.4 million, had maturities of less than one year and require an aggregale purchase of $13.9
million in U.S. doliars by our Canadian subsidiary. These contracts are considered cash flow hedges and are accounted
for in accordance wnh SFAS No. 133,

For the ﬁscal year ended December 30, 2006, we dcrlvcd approximately 10% of net sales denominated in
currencies other than the U.S. dollar, of which approximately 8% was from our Canadian subsidiary. We conduct our
international operations in a variety of countries and derive our sales in currencies including: the Euro, British pound,
Canadian dollar and Australian dollar, as well as the U.S. dollar. Our results may be subject to volatility because
of currency changes, inflation changes and changes in political and economic conditions in the countries in which
we operate. The majority of our products are manufactured in the U.S., but we do source some equipment, finished

.goods, compenentry and raw materials from overseas, the majority of which is denominated in U.S. dollars.

Item 8. Financial Statements and Supplementary Data

- Qur Consolidated Financial Statements and related Notes to Consolidated Financial Statements are filed as
part of this Form 10-K and can be found on pages F-4 to F-40. The Reports of our Independent Registered Public
Accounting Firm, dated March 13, 2007, are included in the financial statements filed as part of this Form 10-K.

Item 9. Changes in and Disagree_méﬁts with Accountants on Accounting and Financial Disclosure

None
Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As required by Rule 13a—15(b) under the Securities Exchange Act of 1934, as amended (the “Exchange Act™),
the Company’s management carried out an evaluation, with the participation of our Chief Executive Officer and
Chief Financial Officer, of the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15()
or 15d-15(¢) under the Exchange Act), as of the end of the latest fiscal quarter. Based on that evaluation, the Chief
Executive Officer and Chief Financial Officer concluded that, as of December 30, 2006, our disclosure controls and
procedures were effective to ensure that material information required to be disclosed by us in the reports we submit
under the Exchange Act is recorded, processed, summarized and reported, within the time pericds specified in the
SEC’s rules and forms and that such information is accumulated and communicated to our management, including
our principal executive and principal financial officers, or persons performing 51m11ar functions, as appropriate to
allow timely decisions regarding required disclosure.

M&nagemenr’s Report on Inrernal Control over Financial Reporting

Our mianagement is responsible for establishing and maintaining adequate internal control over financial
reporting (as defined in Rule 13a—15(f).or Rule 15d—15(f) under the Securities Exchange Act of 1934, as amended).
Our management carried out an evaluation, with the participation of thé Company’s Chief Executive Officer and
Chief Financial Officer, of the effectiveness of our internal control over financial reporting as of December 30, 2006.
In making this assessment, our management used the criteria set forth by the Committee of Sponsoring Organizations
of the Treadway Commission (“COSO™) in Internal Control-Integrated Framework. Qur management has concluded
that, as of December 30, 2006, our internat control over financial reporting is effective based on these criteria. Our
independent registered public-accounting firm, KPMG LLP, has issued an audit report on our assessment of our
internal control over financial reporting, Wthh is included in the financial statements filed as part of this Form
10-K. .
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ereportmg

Internal controls over financial reporting, no matter how well designed, have inherent limitations. Therefore,

.internal- control over financial reporting determined to be effective can prowde only reasonable assurance with

respect to.financial staternent preparation and may not prevent or detect all misstatements: Moreover projections of [
any evaluation of effectiveness to' future periods are subject to the risk that comrois may become inadequate because ’

of changes in-conditions, or that lhe degrec of compliance with the pohcles or procedures may deteriorate.

Changes in lnternal Camrols over Financial Reporting

* There were no changes in our internal controls over financial reporting durmg the quarter ended December 30
2006 that have matenally affected, or are reasonably likely to- materlally affect our internal controls over financial

liem 9B. Other Information

None
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b PART .11

. ltem 10 Directors and Executive Officers of the Registrant

~ Directors and Executive Oﬁ”zcers — The name, age and background of each of our directors nominated for
election will be contained under the caption “Election of Directors—Information Regarding Nominees” in our
Proxy Statement for our Annual Meeting of Stockholders, to be held May 2, 2007, (the “Proxy Statement”) and are
incorporated herein by reférence. Pursuant to Ttem 401(b) of Regulation S-K, our executive officers are reported

~ under the caption “Our Executive Officers” in Part 1, Item 4A of this Annual Report on Form 10-K.

‘Beneficial Ownership Reporting Compliance — Information on the beneficial ownership reporting for our
directors and executive officers will be contained under the caption “Section 16(a) Beneficial Ownership Reporting -
Compliance” in our Proxy Statement, which will be filed within 120 days of -the end of the fiscal year ended
December 30, 2006 and is incorporated herein by reference.

Audit Committee Financial Expert — Information on our audit committee financial expert will be contained
in our Proxy Statement, which will be filed within 120 days of the end of the fiscal year ended December 30, 2006
and is incorporated herein by reference.

Code of Conduct and Ethics — We have.a Code of Conduct and Ethics that applies to.all of our employees,
including our Directors, Chief Executive Officer, Chief Financial Officer and Controller. Our Code of Conduct and
Ethics was distributed to employees and is available free of charge on our website at www.playtexproducts.com under -
the section entitled, “Investor Relations—Corporate Governance,” We intend to post on our website any amendments
to, or waivers from our Code of Conduct'and Ethics applicable to Senior Financial Executives.

Corporate Governance Guidelines — Our Board of Directors has adopted Corporate Governance Guidelines
in accordance with the revised New York Stock Exchange Listing Standards and rules adopted by the Securities and
Exchange Commission, which are available free of charge on our website at www.playtexproducts.com under the
section entitled, “Investor Relations—Corporate Governance.”

Item 11. Executive Compensation

The information required by this item, which will be in our Proxy Statement under the caption, “Executive
Compensation,” which will be filed within 120 days of the end of the fiscal year ended December 30, 2006 and is
incorporated by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters .

The information required by this item, which will be in our Proxy Statement under the captions, “Security
Qwnership” and “Executive Compensation,” which will be filed within 120 days of the end of the fiscal year ended
December 30, 2006 and is incorporated by reference.

Item 13. Certain Relationships and Related Transactions

The information required by this item, which will be in our Proxy Statement under the caption, “Certain

. _T}ansactions which will be filed within 120 days of the end of the fiscal year ended December 30, 2006 and is

mcorporated by reference.

Item 14. Principal Accountant Fees and Services

The information required by this item, which will be in our Proxy Statement under the caption, “Fees of
Independent Registered Public Accounting Firm,” which will be filed within 120 days of the end of the fiscal year
ended December 30, 2006 and is incorporated by reference. .
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PARTI1YV .-

* Item 15, Exhlbnts and Financial Statement Schedule

(a)- Flnanclal Statements

(I) The Reports of Independent Ref,istered Public Accoummg F1rm dated March 13, 2007 are on
pages F-2 and F-3 of this Form 10-K." Qur Consolidated Financial Statements and related Notes to
Consolidated Financial Statements are filed as part of this Form lO—K and can be found on pages

F- 4to F-40. ="
{2) Financial Statement Sehedule '

g " The financial statement schedu]e—Schedule [1-Valuation and Qualifying Accounts, is filed as part of this
Form 10-K and is on page F—41. All other schedules are omitted as the required information is not appllcable to us

or the mformauon is already presented in our Consohdated Fmanc1al Statements or related Notes to Consohdated ,

Financial Statements.

3) Exhibits ‘
Please see our Exhibit Index on-Pages X-1.to X-3 ofthié Form.IO—K. R T
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PLAYTEX PRODUCTS, INC.
SIGNATURES ’

LI

* Pursuant’ to the requirements of Sectlon 13 or 15(d) of the Securities Exchange Act of 1934, the Reglstram has
du!y caused this report to be 31gned on its behalf by the undersigned, thereunto duly authorized.

s " -

March 13,2007

PLAYTEX PRODUCTS INC.
(Registrant)

" By: /S/KRISTKELLEY

- Kris J. Kelley
- Executive Vice President and
Chief Financial Officer

Pursuant to the rcqulrements of the Securities Exchange Act of 1934, this report has been signed below by the
) followmb persons on behalf of the Registrant and i in the capacntles indicated this 13™ day of March 2007. '

Slgnatures

~ _/s/ NEIL P. DEFEO - }
Neil P. DeFeo

s/ KRISJ.KELLEY
Kris J. Kelley

/s/ JOHN i. MCCOLGAN
" John J. McColgan .

Tnle '

Chairman of the Board and Director,
President and Chief Executive Officer .
(Principal Executivé Officer)

Executive Vice President and

Chief Financial Officer (Principal Financial Officer)

- Vice P_rcsidént—Corporhte Controller and Treasurer

{Principal-Accounting Officer)

Director

Herbert M. Baum
fsf MICHAEL R. EISENSON . _ Director
Michael R. Eisenson
/s/ RONALD B. GORDON Director ‘
Ronald B. Gordon
o /s/ R. JEFFERY HARRIS Director
s R. Jeffrey Harris
/s/ C. ANN MERRIFIELD Director
. C. Ann Merrifield
/s/ SUSAN R. NOWAKOWSKI Director
Susan R. Nowakowski
/s/ DOUGLAS D. WHEAT Director
Douglas D. Wheat
" fs/ NICK WHITE “ Director
Nick White
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

13

The Board of Directors a.nd Stockholders
Playtex Products, Inc.:

We have audited managemem s assessment 1ncluded in the accompanying Management s Reporton lnternal Control

over Financial Reporting appearing under Item 9A, that Playtex Products, Inc. and subs:dlarles {the “Company”) .

maintained effective internal control over financial reporting as of December 30, 2006, based on the criteria
established 'in Internal Control—Integrated Framework issued by the Committee of Sponsonng Orgamzauons of
the Treadway Commission (COSQ). The Company § management is responsrble for mamtalnmg ef'fectlve mternal
control over financial reporting and for its assessment of the effectiveness of internal control over financial reportmg

Our responsibility is to express an opinion on management's assessment and an opinion on the effectiveness of the '

Company’s internal control over financial reporting based on our audit. o

We conducted our audit in a¢cordance wnh the standards of the Public Company Accounting Over51ght Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit mcluded
obtaining an undérstanding of internal control over financial reporting, evaluating management $ assessment, testmg
and'evaluating the design and operating effectiveness of internal control, and performing such other procedures as we
consrdered necessary inthe c1rcumstanccs. We believe that our audit provides a reasonable basis for our-opinion.

A company ’s internal control over financial reportmg is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the prcparatlon of financial statements for external purposes in.accordance
with generally accepted accounting prmCIples A company’s internal control over financial reporting includes those
policies and procedures that (1) pertain to the aintenance of records that, in reasonab]e detail, accurately and
fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparatlon of financial statements-in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors.of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over ﬁ_nancia! reporting may not prevent or detéct misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate becaiise of changes in condmons or that the degree of compliance with the pohcres or procedures may
deteriorate, . .

In our opinion, management’s assessment that Playtex Products, Inc. and subsrdlanes maintained effectlve internal
control over financial reporting as of December 30, 2006, is fairly stated, in all material respects, based on criteria
established in Internal Control—Integrated Framework issued by COSO. Also, in our opinion, Playtex Products,
Inc. and subsidiaries maintained, in all material respects, effective internal control over financial reporting as of
December 30, 2006, based on the criteria established in Internal Control—Integrated Framework issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United

States), the consolidated balance sheets of Playtex Products, Inc. and subsidiaries as of December 30, 2006 and
'December 31, 2005, and the related consolidated statements of income, stockholders’ equity, and cash flows for each

" - ofthe years ended December 30, 2006, December 31, 2005 and December 25, 2004. Our report dated March 13, 2007

expressed an unqualified opinion on those consolidated financial statements with an explanatory paragraph stating

" that the Company had adopted Statement of Financial Accounting Standards No. 123R, “Share-Based Payment”

effective January 1, 2006 and Statement of Financial Accounting Standards No. 158, “Employers’Accounting for
Defined Benefit Pension and Other Postretirement Plans™ as of December 30, 2006.

/s/ KPMG LLP
Stamford, Connecticut

March 13, 2007

F-2
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1S/ KPMG LLP

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Playtex Products, Inc.:

" . We have audited the accompanying consdlidated balance sheets of ;Playtcx Products, Inc. and subsidiaries (the

“Company’”) as of December 30, 2006 and December 31, 2005, and the related consolidated statements of incoine,

. stockholders’ equity, and cash flows for each of the years ended December 30, 2006, December 31, 2005 and

Deccmbcr 25, 2004. In connection with our audits of the consolidated financial statefnents, we also have aidited
the accompanymg financial statement schedule. These consolidated financial statements and financial statement
schedule are the responsnblhty of the Company’s managcment Qur responsmlhly is to express an Opll'llOI‘l on these

. consolldated ﬁnanaal stateménts and financial statemem schedule based on our audits.

We conduclcd our audits in accordance with the standards of the Public,Company Accounting Oversight Board

- (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the aniGunts and disclosures in the financial statements. An audit also mcludes assessmg the
accounting principles used and significant estimates made by management as well as evaluatmg the overall f 1nanc1al
statement presentatlon We believe that our audns provide a reasonable basis for our opmlon "

In our opinion, the consolldated ﬁnanCIal statements referred to above present fairly, in all materlal respects the

" financial position of Playtex Products, Inc. and subsidiaries as of December 30, 2006 and December 31, 2005, and the

results of their operatlons and their cash flows for each of the years ended December 30, 2006, December 31, 2005
and December 25, 2004, in conformity with Us. generally accepted’accounting principles. Also inour opmlon the
related financial statement schedule, when cons1dered in relation to the basic consolidated fmanc:al statements taken
as'a whole, presents fairly, in all material respects the mformanon sct forth therein.

As discussed in Notes 1 and 2 to the accompanymg consolidated ﬁnancnal statements, effectlve January 1, 2006, the
Company adopted Statement of Financial -Accounting Standards No. 123R, “Share-Based Payment.” Also discussed -
in Note 2 to thé accompanying consolidated financial statements, the Company adopted Statement of .Financial
Accounting -Standards No. 158, “Employers’Accoummg for Defined Benefit Pension and Other Postretirement

Plans” as of December 30, 2006.

o - We also have audited, in accordance with the standards ofthe Public Company Accounting Qversight Board (United

States), the effectiveness of the internal control over fi inancial reporting of Playtex Products, Inc. and subsidiaries as
of December 30, 2006, based on the crnena established in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated March 13, 2007
expressed an unqualified opinion on management’s assessment of, and the effcctwe operation of, mlernal comrol
over finan¢ial reportmg. . :

Stamford, Connecticut

' March 13,2007

-
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PLAYTEX PRODUCTS, INC.

CONSOLIDATED STATEMENTS OF INCOME -
(In thousands, except per share data)
. Year Ended X
December 30,  December 31,  December 25, '
2006 2005 2004 T;
NEtSAlES. . ..ottt .. $ 636,148 S 643,806 S 666,896 g
Costofsales ............... e 292,323 © 300,988 - 323,157 :
Gross profit . . . . . [ 343,825 342,818 - i 343,739 ,
Operating expenses:- _ T = T ‘
Selling, general and administrative . ............ . ... .......... 233,898 233,996 .. 241,428 f
Restructuring, net . .. ..., .. e T (357) = 4,224 9,969 )
Loss on impairment of intangible assets . ....................... — — 16,449 e
-Amortization of intangibles . .......... ... .. ... ..., . . 2,575 2822 .- . 1,293
N _ To;al operating expenses. .. ............. P 236,116 7 241,042 269,139 .
Gain (loss) on sale of certain assets .................... L Ce 2,344 (2,421) 56,543
- " Operating income ... .. ..... R N 110,053 99,355 . 131,143
INLETESE EXPENSE, TIEL, 1 o .ot e s i e et et et et ee e iae ey o ' 54,796 64396 - 69,561 |
Expenses related to retirement ofidebt, net. . .......... ... ... ... ' 7,431 11,866 - 6,432 '
T OTher EXPENSes . ... v ittt e 69. 2 353 - |
Income before income taxes............ e e, 47,757 23,072 54,797 .
* Provision (benefit) for income taxes........ e 17,553 - 10,544 . (710) :
Netincome. .............ccvvunn.. S $§ 30204 § 12528 $ 55507 |
Earnings per sharé: : ‘ o : ‘
."f.".-Ba_sic_‘ancl_'dilt_lted...'.._.._........'..........._.; .......... 3 048 § - 020 8% 091 .
quéhtcd average—shzires outstanding: : ' _ :
U BASIC . U S . 62,416 61,837 61,216 :
Diluted........... ... ... PR 63,537 62,552 61,225
1
i
b
* ]
|
See accompanying notes to consolidated financial statements, t
|
. b
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PLAYTEX PRODUCTS, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, exc_épt per share data)
) December 30, - December 31,
2006 2005 ¢
: Assets

Current assets: . . o
Cashand cashequivalents . .. ......... ... ... $ 28440 § 94447
Receivables, less allowance for doubtful ‘accounts of $1, 365 ) -

and $1,376 for 2006 and 2005, respectively. . .. ...ttt 88,805 T 90,776
Inventories .. ...... e e e 60,952 © 62,109
Deferred income taxes, net. . ............. ..., N 13,938 . - 10,518
Other currentassets .. .............. I . 7,595 . 10,411

TOtA] CUTTEME ASSELS .+« « v v v v ettt e et et e . 199,730 . 268,261

Net property, plant and equipment-.......................... O 111,383 110,314

Goodwill . ....... P, e R . 485,610 - 485,610

- Trademarks, patents and olhermtanglbles 4153 SN 122,219 124,753
" Deferred financing CoStS, NEL . . ... ... .urere ittt 8,294 T 12,095

Other noncurrent assets. . ......... e e e e e 94 1,164

TOtal 8SSE1S . ...\ vt v e T §. 927,630 $1,002,197

: Liabilities and Stockholders’ Equity ' '

Current liabilities: . . : "
Accounts payable. .......... ... oo e $ 30,669 $ 32,509
-Accrued expenses... . ......... [P .. 719,242 - ‘82,654
Income taxes payable. . ... ... ... .. . e L 4,114 . 4,440

- Total current liabilities .. .. .. e e e 114,025. ° 119,603

Long—termdebt. ... ........ D T T 578,026 685,190

Deferred income taxes, net . .. ... .. e SO 69,160 63,671

Other noncurrent liabilities . . . ........... e e e e 23,253 19,616
. Total liabilities .................. s e 785,364 888,080

Stockholders’ equity:. ... v e e .. S :
Common stock; $0.01 par value; authorized 100,000,000 shares;

issued 64,414,272 shares and outstanding 63,380,107 shares at .

December 30, 2006 and issued and outstanding 63,573,621 .

shares at December 3, 2005 e e 644 S 636

Additional paid—incapital . .. ... .. ... e 560,451 556,865

Retained earnings (accumulated defunt) ..................................... (400,300) . (430,504) -

Accumulated other comprehensive loss .. ........coevnienin.. . (6,978) (3,098)

Unearned equity compensation........... PP — (9,782)

Treasury stock, at cost, 1,034,165 shares at December 30,2006 .. ....... PR ©(11,551) L )

Total stockholders’ equity. . ... 142,266 114,117

Total liabilities and stockholders’ equity .. .......... L e $ 927630 §1,002,197

See accompanying notes to consolidated financial statements.
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PLAYTEX PRODUCTS, INC.
CONSOLIDATED STATEMENTS OF. STOCKHOLDERS’ EQU[TY
(In thousands) ‘

Year Ended .
December 30,  December 31,  December 25,
. 2006 - 2005 2004
Common stock: T
Balance at beginning of year. . . ...... ... ... i i $ 636§ 612 § 612
Stock issued to employees exercising stock options. . ............... 4 13 —
Restrictedstockawards. ..o ... ... ... . .. : 4 11 —
Balance atend of Year. ... ... it 3 644 - 3 636, % 612
Additional paid in capital: ) ) ) . o
Balance at beginning of year. .. ... .. e e $ 556865 § 526233 § 526,233
Stock—based compensation . ... ....... . ... e 8,370 17,787 —
Stock issued to employees exercising stock optlons ................. 4,571 Jh2,135 7 —
Tax effect of optionexercises .. ........... . ... o i 427 710 -
] Reclassification at adoption of SFAS No. 123 (R) . ........ovvt. ... (9,782) = —
+Balance at end-of year . % 560,451 %3 356,865. 84,526,233

‘Retained earnings (accumulated deficit): . . .. i
Balance at beginning of year. . ............. ... .. il L% (430,504) § (443,032) 3 (498,539)

NelIncome .. ... e e e 30,204 . 12,528 55,507

‘Balanceatend of year. ... ... e $ (400,300 § (430,504) $ (443,032)

Accumulated other comprehensive (loss) income: '
Balance at beginning of year. .. .. ..... .. ... ... e $ (G098 "§ 122§ (518)
Minimum pension and postretirement benefit
liabilities adjustments, netof tax. . .. ......._... ... . ... . ... 3,468 (3,442) (62)
Foreign currency translation adjustment, netoftax ................. 1) 222 702
_ Net gain on cash flow hedges, netoftax. . ........................ 180 — . —
Net other comprehensive income adjustments .’ . . .............. 3,597 (3,220) 640
Pension and postretirement benefit liabilities adjustment :
from adoption of SFAS No. 158, netoftax .................... (1477 . — —
- Balanceatend of Year . .. i ... $ 6978 $ (3,098) $ 122
‘Unearned equity compensation:
‘Balance at beginning of year. .. .. ....... .. . ... L. £ (9,782) % 5 —
Restricted stock awards. .. ... ... ...t — {9,782) —
 Reclassification at adoption of SFASNo. 123(R) .. ................ 9,782 — —
Balance atendofyear. . ... ... . . e $ —  § (9782) § —
Treasury stock: : ‘
-Balance athegiming of year. .. .. ... .o $ — 3 — 3 —
_ Purchases of Company stock for treasury. .. ............... e (11,551) — o —

Balanceatendofyear. . ... ... .. .. .. ... ... $ (11,551) $ . - — § —

Total stockholders’ equity. . ... .. ..o e $ 142266 $§ 114,117 § 83,935
Comprehensive income: ’ . : . :

" Netincome. . ,............ e S $ 30204 $ . 12528 § 55507

Net other comprehensive income adjustments . ....................... '3,597 {3,220 640

Total comprehcnswe mcome. ... I 3% 1) U 5,308 8§ 56,147
Number of commén stock issued:

- Balance at beginning ofyear. . .. ... ... .. . i 63,574 61,216 61,216
Stock issued to employees exercising stock options. .. ............... 454 1,307 -—
Restricted stock awards. . ... ... ... ... 386 1,051 L —

Balanceatend of year. .. ... ... . .o i e 64,414 63,574 61,216

Number of treasury stock:

Balance atbeginning of year. .. . ... .. Lo — — —
Forfeited restricted stock. .. .. .. ... e U, 34 — —
Purchases of stock fortreasury ., .......... ... .. .. ... ... (1,000) — —

Balanceatend of year. .. .. ... . i s (1,034) — —

Common stock shares outstanding. ..., ......, [P 63,380 63,574 61,216

See accompanying notes to consolidated financial statements.
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PLAYTEX PRODUCTS, INC.

{In thousands).

See accomparnying notes to consolidated financial statements.
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CONSOLIDAT_ED STATEMENTS OF.CASH: "FLOWS

Year Ended

. . " December 30, -December31,. December 25,
. S 2006 2005 2004 -
- Cash f'lows from operatlons ] - . AR
NELINCOME. « + v v s e e e e e e e P $ 30,204 §$. 12,528 .3 55507
Adjustments to reconcile net income to net cash provided . ’ ' ’
by operations: g .
-~ Depreciation . . .. ... RN e 114,806 15,784 14,768
. Amortization oflntanglbles ...... e 2,575 2,822 1,293.
Amortization of deferred financing costs. .. ... o 2,422 2676 . - 2574
’Equny COMPENSALION . &'/t L 8,406 8,029 —
;Deferrcd income taxes .. ... e e : 4,338 3,774 1,531
- _Premium, (d:scoum) on debt repurchases . ............ P .. 6050 0 9759, . (450)
‘g 7 Write-off of deferred, fees related to retirement of debt. s L1381 .. 2,107 -, 6,882
" (Gain) loss on sale of certain assets .. ....... P RPN (2.344) 2,421 .. (56,543)
Loss on mealnnent of mtanglble ASSELS. Lot — - 16,449
Oher, et . ..o T (1) 22,124 1,855
Changes in operating assets and liabilities, net of dispositions: ' . ‘
: _"Recelvables and retainéd mterests e B 2,242 6,802 (8,7‘63)
[nventories . .....c..vvvnennnnn T U 1,450 13,880 5,264
- Accounts payable . ........... e " 1,296 (9,290) T (130)
Accrued expenses. . . ... N (4,433) . 1,361 29,862
o) S PR 3,703 (2,038) 2,630
“Net cash provided by operations. . ............. . LT 72,025 62,739 72,729
Cash flows from investing activities: . - T
. Capital expcndltures. e SR : (16,550} " . (10,372 - (13,871)
Net proceeds from salc of. COMaIN ASSELS . . oot v v i e et 2,635 55,732 59,924
.. Payments for mtanglble assets. .. .... e e e .. (4,587)  (38,807) . (3,504)
Net cash'(used for) provided by investing activities. .. ... ... (18,502) . 6,553 42,549 .
. Cash flows-from financing activities: T . N
Long—term debt repurchases ...... .. e (100,244) (120,830) - (460,750)
Long—term debt borrowings. . . ... S .= — 467,500 -
" "Repayments under revolving credit facilities. .. ... ... S 9,410) - (115,800)
"Borrowings under revolving credit facilities .. ... ........... e 3,100 6,020 =° 115,800
(Premium) discount’on debt repurchases. .. ... .. .. U (6,050) $(9,759) ' 450
Purchases of Company stock for treasury S A (11,551 = - -
'_Pro_ceedsfrorr'l'iSsuanccbi“stock 4,579‘ 12,159 —
Payment of fInanCing COSES . . ... ... ivoeveeeemeeeeeeer oo — 292y (12,850)
- Net cash used for financing activities. ................. .. (119,576)  (112,702)  (5,650)
Effect of exchange rate changesoncash.................ooe 46 91 . 685
" (Decrease) increase in cash and cash equivalents. . ............. R (66,007)- " (43,319)- 110,313
Cash and cash equivalents at beginning of period .. .. .. e 94,447 137,766 © 27,453
Cash and cash equivalents atend of period. . .. ......... .. ..., $ 28440 $. 94447 §$ 137,766
Supplémemal disclosure of cash flow.information: . o o
Interest pald ............................................. $ 54083 $ 64518 § 60,055
_ l:)come tax pald (refunded), NET. ... ...t $ 13,113 .S 3,730 $ (4,009
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PLAYTEX PRODUCTS, INC. .
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - .7,

+

.

e " Deser iption of Bmmess — We are a leading | manufacturcr and marketer. of a diversified portfoho of well—
" % recognized branded consumer products “At December 30, 2006 our business segments include Feminine Care, Skm
B Care and Infant Care products.” _ S e

I

;" ' l Summar) ofSIgmflcant Accountmg Policies _ ) ' ) . T . ' ﬁ'.
l
3

Basis of Presemauon — Our Consoltdated Fmancral Statemcnts include the accounts of. Playtex Products [nc.
) and all of our subsrdlarles All srgnlﬁcant mtcrcompany balances have been eliminated in consolidation.

s
“The preparatlon of financial statemems in accordance with Us. generally accepted accountmg principles
(“GAAP”) requires us to' make estimates and assumptions. These estimates and assumptions affect the reported
amounts and classification of assels ‘and liabilities, the'disclosure of contingent assets and liabilities,-and the reported

. amounts and timing of revenue and expenses Actual results could vary froin our.estimates and assumptlons

P T Certam amounts in the pnor financial statements have been:reclassified to conform with of current year
presentatlon Our fiscal year end is on the last Saturday in December nearest to. December-31 and as a. result a
fi fty—thrrd week is added every 5or 6 years Fiscal 2005 was a fi ﬂy—three week year Fiscal 2006 and 2004 wete
fifty—two week years.

a

. Revenue Recogmnon — We derive’ revenue from the sale of consumer products. In accordance with SEC Staff
Accounting Bulletin No. 104, “Revenue Recognmon revenue is recogmzed when the followmg conditions are met:
a’purchase order submitted by a customér-has been recelved the selling price is fixed or determinable; producls
have ‘been Shlpped and title transferred; -and there is reasonable assurance of.collectibility. Estlmatcd shipping and-
handlmg costs are consrdcred in establishing product prices billed to customers.

7 Qur pracnce is not to accept returtied- goods unless authorized by management of the sales: 'organization.
.-Returns result primarily from damage and shipping dtscrepancnes We accrue for damaged product and shipping:
dlscrepancles and thus reduce net sales, based on historical experience related to these types of returns. Under: .

*cértain circumstances, we authorize customers to return Sun Care products ‘that haveé not been sold by theendof -~ . . *
the sin care seasony; whrch is norma] practice in the sun care industry. We record sales at the time the producls are b
shipped and title transfers. The terms of these sales vary but, in all instances, the revenue recogmtron ‘conditions !
noted above are met.” Simultaneously with the time of the shipment, we reduce sales and cost &f sales, and record |
an accrued liability on our Consolidated Balance Sheet for anticipated returns based upon an estimated réturn level. f
Customers are required to pay for the Sun Care’ product purchased during the season under the required terms. Due !

:
)

+ to the seasonal nature of sun care; we offer a limited extension of terms to certain’ quahﬁcd customers. This hmlted"
- extension requires substantial cash payments prior to or during the summer sun care season. We generally receive
' - returns of our Sun Care products from September through March followmg the Summer sun-care season

LI IPIN

We routinely commlt to customer trade promottons and consumer coupon programs that requlre Us 10 esttmate
and accrue the ultimaté costs of such’ programs Customer trade promotlons include introductory: marketmg funds
(slottmg fees), cooperative marketmgz programs, shelf prtce reducuons on our products advantageous end of aisle
or in- store merchandlsmg, graph:c‘; ‘and other trape promouon activitics conducted by the customer. We account
.for these programs in accordance with Emerglng Issues Task Force Issue No. 01-09, “Accountlng for Consrderatlon “
bya Vendor to a Customer (Including a Reseller ofa Vendor s Product) Costs oftradc promotions, cash dlscounts
offered to the tradg as a paymenl mccnttve and consumer coupons are recorded as d reduction of net sales. . '. "

{
l
-t Research and Development — Research 'and development -costs are expensed ‘in selling, general and _ i
administrative (“SG&A™) as incurred and amounted-to $16. 8 mlllton in fiscal 2006, $15.6 m11110n in fiscal 2005 and |
- $16.9 million in fiscal 2004. : - .
1
|
!

A Advertising and Promotion Expenditures — Cosls associated with'ddvertising'and promotion, including fees'to
advertising agencies, costs of consumer promotions, consumer research and the costs of syndicated market share data,
are expensed in SG&A as incurred. Media advertising producuon costs are expensed the first time the advertlsmg
takes place. Our advertlsmg and promotion expenditures:were $97.0 million in fiscal 2006, $92.7 mllllon in fiscal .
. 2005 and $91.7 million in fiscal 2004, .

|
- |

- | |
’ |




. . PLAYTEX PRODUCTS, INC. -
*NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

1. Summary of Significant Accounting Policies (Continued)

Warehousing and Handling Costs — Costs associated with inventory storage and handling costs at our third-party -
and in-house distribution centers are included as a component of SG&A. These costs are expensed as incurred and
amounted to $15.0 miilion, $17.8 million and $19.0 million in fiscal 2006, 2005 and 2004, respectively. Warehousing
and handling costs exclude inbound and outbound freight, which are included in cost of sales.

-

Cash and cash equivalents — Cash equivalents are short—term, highly liquid investments with original
maturities of 90 days or less. Outstanding checks are not deducted from reported cash and cash equivalents until
presentment. The associated liability is included as a component of accounts payable in the current liability section
of the Consolidated Balance Sheets.

Inventories — Inventories are stated at the lower of cost (first—in, first—out basis) or market. Inventory costs
include material, labor and manufacturing overhead.

Property, Plant and Equipment — Property, plant and equipment are stated at cost. Depreciation and
amortization is determined on the straight-line method over the estimatéd useful life of the respective asset. Our
estimated useful lives for our fixed asset classes are as follows: ' )

e land improvements range from e furniture and fixtures range from
15 to 40 years, 5 to 10 years,

e building and improvements range from  computer hardware and software range from,
20 to 40 years, 3 10 4 years, and -

e leasehold improvements vary based on the ¢ “machinery and equipment range from
shorter of asset life or lease term, 4 to 20 years.

Capitalized Software Costs — We capitalize significant costs incurred in the acquisition and development of
software for internal use, including the costs of the software, materials, and consulting costs incurred in developing
internal-use.computer software once final selection of the software is made. Costs incurred prior to the final
selection of software and costs not qualifying for capitalization are charged to expense.

- Goodwill and Indefinite—Lived Assets — We conduct annual testing of our goodwill and indefinite-lived assets
in the second quarter of our fiscal year, except for our indefinite-lived intangible assets related to Sun Care distribution
rights, which are tested in the fourth quarter of our fiscal year. In addition, an intangible asset that is not subject
to amortization will be tested for impairment more frequently if events or changes in circumstances indicate that
- the asset may be impaired. We measure the fair value of each of our reporting units for purposes of testing the
appropriateness of the carrying value of our goodwill. We do this by estimating the discounted cash flows of each
reporting unit. We then compare the fair value of the reporting unit to the carrying value of its net assets, including
goodwill, to ensure no impairment is indicated. We measure fair value for purposes of testing our trademarks for
impairment using the relief from royalty method (a discounted cash flow methodology). Our research indicates that
this is the most widely used approach for valuing assets of this type. We consider a number of factors in determining
the relevant variables for this calculation, including royalty rates for similar products licensed in the marketpiace and
the additional rights and obligations inherent in the ownership of a trademark as opposed to a licensing arrangement
including product extension, geographical expansion opportunities, exclusivity of use and transferability. In addition,
we utilize a discount rate that reflects the rights and obligations of ownership, which results in an inherent premium,
as compared to a valuation of a licensing agreement since the discount rate of a licensee would reflect the additional
risks of a license—only arrangement. Our impairment review for sun care distributor rights is based on a discounted
cash flow approach utilizing cash flows specifically related to these unique assets.

. In 2005, we reorganized our business scgments as a result of our strategic realignment. As a result, we
reallocated goodwill to our new reporting units on a relative fair value basis. As part of the sale of the non—core
“brand assets in late 2005, $8.1 million of goodwill, which represented the amount of goodwilt allocated to our
“non—core” reporting unit, was included in the calculation of the net loss on the sale of the non—core brand assets.




PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

1. Summnry of Significant Accounting Policies (Continued) .

Additionally, we reviewed the remaining goodwill for impairment subsequent to the sale of the divested non—core
brands, and no impairment was indicated. In the fourth quarter of 2004, we recorded an asset impairment charge of
approximately $16.4 million. This non-cash charge was required to write down the value of two trademarks due to
a change in the competitive environment and a.deciston by management to not invest in our non-core brands. Both
of these trademarks were sold as part of the divestiture of the non-core brand assets in late 2003,

Long-Lived Assets — We review long—lived assets, including fixed assets and intangible assets with-definitive
lives, such as patents, for impairment whenever events ot changes in circumstances indicate that the carrying amount
of an asset may not be recoverable in accordance with Statement of Financial Accounting Standards (*SFAS™) No.
144, “Accounting for the Impairment or Disposal of Lorig-Lived Assets.” The vast ‘majority of our long-lived assets are
located in the United States (“U.S.”). Amortization of patents and other intangible assets is expected to be approximately
$2.6 million per year in fiscal 2007 and fiscal 2008, $2.2 million in fiscal 2009, $0.9 million in 2010 and $0.6 million

in 2011, Intangible assets subject to amortization are,amortized on a straight=line basis’ over their estimated useful -

lives. Useful lives for patents are the related legal life or the estimated useful life, whichever is shorter, and others
are determined by contractual obllgatmns The weighted average useful life of our'long-lived mtanglble assets . is
approximately 10 years. :

- Deferred Financing Costs — Direct expenses incurred to issue debt are capitalized-and amortized on a straight
line basis, which approx1mates the efféctive yield method, over the life of the related debt agreements and are included
-asa component of interest expense in the Consolldatcd Statements of Income.

Income Taxes — Deferred tax assets and liabilities are provnded using the asset and ltablhty method fot temporary
differences between financial and tax reporting bases using the enacted tax rates in effect for the period in which the
differences are ¢xpected to reverse. Valuation allowances are established, when necessary, to reduce deferred tax assets

. to amounts that we believe are more likely than not realizable,

Foreign Currency Translation — Assets and liabilities of our forelgn sub51dtartes are translated into U.S. doltars
at penod-—end exchange rates. Revenues and expenses are translated at average, exchange rates during the.period. Net
foreign currency translation gains or losses are-shown as a component of accumulated other comprehenswe income
{loss) in the equity section of the Consolidated Balance Sheet.

Derivative Instruments — We account for derivative instruments in accordance with SFAS No. 133, “Accounting
for Derivative Instruments and Hedging Activities,” as amended, and related interpretations, which establishes
accounting and reporting standards for derivative instruments, including certain derivative instruments embedded
in other contracts, and hedging activities- ‘

‘In"accordance- with SFAS No. 133, derivative mstruments are recognized as -assets or liabilities in our
‘Consolidated Balance Sheet and are measured at fair value. The change in the fair valu¢'of a denvatwe designated as
a fair value hedge and the change in the fair value of the hedged item attributable to the hedged risk are récognized in
.earnings. For derivatives, which qualify for designation as cash flow hedges, the effective portion of the changes in
fair value is recognized as part of other comprehensive income until the underlying transaction that is being hedged
- 18 recognized in earnings. The ineffective portion of the change in fair value of cash flow hedges is recognized in

earnings immediately. The change in fair value for other derivatives,-which'do not qualify as hedges for accounting -

purposes are recognized in earnings-currently. At December 30, 2006, we recognized a $0.4 million asset related to
the fair value of our open foreign exchange contracts designated as cash flow hedges, which had maturities of tess than
one year and required an aggregate purchase of 313.9 million in' U.S. dollars by ‘our Canadian subsidiary.

Stock-Based Compensation — On January 1, 2006, we adopted the provisions of SFAS No. 123. (rev15ed 2004),
“Share—Based Payment,” (“SFAS No. 123 (R)"), usmg the modified prospective.transition method which requires
us to'measure all employee stock—based compensation awards using a fair value methed and recognize such expense
in our consolidated financial statements. Using the modified prospective transition method, compénsation cost is
recognized beginning January 1, 2006 for all stock—based awards granted on or after that date and for all awards

- F-10




PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

1 Summary of Slgmﬁcant Accountmg Pol:cles (Contmued)

granted to employees prior to January 1, 2006 that remain unvested on that date. In addition, SFAS No. 123 (R)
- requires additional accounting related to the income tax effects and additional disclosure regardmg the cash flow
effects resulting from stock—based payment arrangements In accordance with SFAS-No. 123 (R), we recorded
compensation expense related to equity compensation that reduced income from operations by $8.4 million, resulting
in an income tax benefit of $3.1 million, and reduced net income by §5.3 million. Basic and diluted earnings per
share were negatively impact by $0.09 and $0.08 per share, respectwely Stock compensation expense is included in
SG&A expenses.

++ Prior to January 1, 2006 we accounted for stock—based compensatlon in accordance with SFAS No. 123,

“Accounting for Stock Based Compensation,” as amended by SFAS No. 148, “Accounting for Stock-Based
Compensation—Transition and Disclosure.” As permitted by SEAS No. 123 and SFAS No. 148, we followed the
intrinsic value approach of Accounting Pfinciples Board Opinion (“APB”) No. 25 and Financial Accounting Standards
Board (“FASB”) Interpretation No. 44, “Accounting for Certain Transactions Involving Stock—Based Compensanon

" &n Interpretation of APB No. 25" issued for determmlng compensation expense related to the issuance of stock
options. Accordingly, we did not record ‘any compensation expense for our stock options that vested solely on
continuous service since the exercise price was equal to the fair market value of our common stock on the grant date.

However, in accordance with APB No. 25, in fiscal 2003, we recorded $8.0 million of compensation expense related
to the issuance of restricted slock performance -based restricted stock and performance-based options. The expense
for restncted stock awards was based upon the closing price of our stock on the date of the award, amortized over the
assocnated service period. The expense for the performance restricted shares was based on management’s estimation
of the performance awards that will vest over the associated service period and the spread between the recipient’s
basis in the award, which is par value, and the closing stock price at the'end of the fiscal period. The expense for the
performance stock options was based on management s estimation of the performance awards that will vest over the
associated service period and the spread between the option grant price and the closing stock price at the end of the
fiscal perlod There were no charges to 1ncome for stock—based compensatlon plans in fiscal 2004 (see Note 10.)

The following table ﬂlustrates the pro forma effect of stock-based compensation on net income and earnings
per share as if we had applied the'fair value recognition provisions of SFAS No. 123, as amended by SFAS No. 148
- for-fiscal 2005 and 2004 (m thousands; except per share data) e

N T - Year Ended
’ ’ “December 31, © December 25,
2005 - 2004

Net income:;

Asreported. ....... SUREI U B .. .$12,528  $55507
Add; Stock—based employee compensanon expense

1ncludedmnet|ncomenetoftax......................:..........,: . 5,058 —
Deduct: Total stock—based employee compensation '
. expense determined under the fair value method

~ for stock option awards, net of related tax effect . ............. ... ... . (4,941) . (2,280)
" Pro forma — Basic and_ d1luted e e e $12,645  $53.227. -
Earnings per share S ST
As reported - o . : : “
Bisic and diluted . ... .. e T e SRR $ 020 -5 091,
Pro forma - C . _
Basic and diluted .......... T e R - i - $ 020 $ 087

Pro forma weighted average common shares and
common equivalent shares outstanding: . A .
Basic..........oo0.... S R 61,837 - 61,216
Diluted . .. ... AT e 62,617 61,225



PLAYTEX PRODUCTS, ]NC
NOTES TO CONSOL[DATED FINANCIAL STATEMENTS {Continued)

_ 1. Summary of Signtl‘icant Accounting Policies (Continued)

- The fair value of stock options ‘used to c0mpute the pro forma net income dtsclosure for the year ended
December 31, 2005 and December 25, 2004 is the estimated fair value on the date of grant using the Black-Scholes
opuon—pncmg model with the fo[lowmg weighted average assumptions:

. 2005 2004

Risk—free interestrates. ............ P PPN 4.05% . 4.32%
Dividend Yield. . . ... .o — —

Expected option lifeinyears ................ ..., U e e 8 8
Expected volatility .. ....... . ..... ......... e e e 39% 41%
2. lmpact of New Accountlng Pronouncements S S ‘ e

pa e Tttt S M TR PE I A s s R

.. In September 2006, the Sccurmes and Exchange Commlssmn (“SEC”) issued Staff Accounting -Bulletin

(“SAB”) No. 108, “Consndermg the Effects of Prior Year Misstatements when Quantifying Misstatements -in
~ Current Year Financial Statements.” SAB 108 provides gutdanee on the consideration of effects-of-the prior year
misstatements in quantifying current year mlsstatements for the purpose of a matenallty assessment. The SEC staff
believes reglstrants must quanufy errors using both a balance shéet'and income statement approach-and evaluate
whether either approach results in quantifying a misstatement that, when all relevant quantitative and qualitative
factors are considered, is material. SAB 108 is effective for the'first annual period ending after November 15, 2006,

which is our fiscal year 2006. At December 30, 2006, the prllcatl()n of SAB 108 had no impact on our Consolidated
Fmancnal Statements.: : .

We adopted’ SFAS No. 123 (R) on January 1, 2006 using the modified prospectlve transition method in which
compensation cost is recognized beginning January 1, 2006 for all stock*based awards granted on or after that date

and for all awards granted to employees p!'lOl' to January 1, 2006 that remain unvested on that date. Sée Notes 1 and 10

to our consolidated financial statements in this Annual Report on Form 10-K for a more complete discussion of our
accounting policy for Share—Based Payments and the resulting impact on our Consolidated Financial Statements.

In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 158, “Employers’
-Accounting for-Defined Benefit Pension and Other Postret:remem Plans An Amendment of FASB Statements No.
87, 88, 106, and 132 SFAS No. 158 requires an employer to recognize in its balance sheet ah asset or liability for a
plan’s funded status, measure a plan’s assets and obligations as of the end of the emptloyer’s fiscal year and recognize
changes in the funded status in the year in which the changes occur. .SFAS No. 158 also enhances the current
disclosure requirements for pension and other postretirement plans to include disclosure related to.certain effects
on net periodic benefit cost. The requirement to recognize the funded status of a benefit plan and the disclosure
requirements are effective as of the’end of the fiscal year ending after December 15, 2006, as such we adopted SFAS
No. 158 as of December 30, 2006, see Note 13. The requirement to measure plan assets and benefit obligations as of

the émployer’s fiscal year-end is effective for fiscal years ending after December 15, 2008, or our fiscal 2008.

_ In September 2006, the FASB issued SFAS No, 157 “Fair Value Measurements”” SFAS No. 1537 provides
guidance for using fair value to measure assets ahd liabilities and is intended to respond.to investors’ requests for
expanded information about the extent to which companies measure assets and liabilities at fair value, the information
used to measure fair value and the ¢ffect of fair value measurements on income. SFAS No. 157 applies whenever
other standards require (or permit) assets or liabilities to be measured at fair value but does not expand the use of fair
- value to any new circumstances. SFAS No. 157 a]so requires expanded disclosure of the effect on income for items
measured using unobservable data, establishes a fair value hierarchy that prioritizes the information used to develop
‘those assumptions and requires separate disclosure by level within the fair value hierarchy. The provisions. of SFAS
No. 157 are effective for interim financial statements issued for fiscal years beginning after November 15, 2007, or

our fiscal 2008. We are currently evaluating the tmpact of adopting SFAS No. 157 on the Consolidated Financial
Statements.

F-12




. PLAYTEX PRODUCTS, INC. _
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

2.  Impact of New Accounting Pronouncements (Continued). .

[n July 2006, the FASB issued lnterprétation No. 48 (“FIN 48”), “Accounting for Uncertainty in Income Taxes,
an Interpretation of SFAS No. 109”. FIN 48 prescribes a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken in a tax’ return, We must determine whether
it is at least more likely than not that a tax position will be sustained upon examination based on the technical merits
of the position. FIN 48 is effective for fiscal years beginning after December 15, 2006. We are currently assessifig
the impact of the adoption of FIN 48 on our Consolidated Financial Statements.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
Liabilities-including an amendment of SFAS 115" (“SFAS No. 159”). The new statement allows entities to choose,
at specified election dates, to measure eligible financial instruments and certain other items at fair value that are not
otherwise required to be measured at fair value. If a company elects the fair value option for an eligible item, changes
in that item’s fair value in subsequent reporting periods must be recognized in current earnings. SFAS No. 159 is
effective for fiscal years beginning after November 15, 2007. We are currently evaluating the potential impact of
" SFAS No. 159 on our Consolidated Financial Statements. . ' '

3. Restructuring

In February 2005, we announced a realignment plan (“2065 Realigninent") to improve focus on our core
categories, reduce organizational complexity and obtain a more competitive cost structure. This was a continuation
of our operational restructuring that began in late 2003. '

Charges for the 2005 Realignment totaled $16.3 million. The initial charges of $10.1 million in restructuring
expenses and $0.4 million of other related expenses (in SG&A) were recorded in the fourth quarter of 2004 and
related primarily to severance liabilities 1i;nder our existing severance policy. In 2005, we recorded $4.2 million in
restructuring expenses and $2.0 million of other related expenses ($1.9 million in cost of goods and $0.1 million in
SG&A). In 2006, we recorded a net adjustment of $0.4 million to reduce our estimated restructuring reserve. Some
of the specific realignment initiatives included: L

o Consolidation of the U.S./International divisional structure in favor of a product category structure,

e Realignment of the sales and marketing organizations and related support functions, and

« Rationalization of manufacturing, warchousing and office facilities, including the outsourcing of gloves
production to Malaysia, the discontinuation of manufacturing in Canadaand a reduction in the corporate
headquarters office space. '

As a result, total headcount was reduced by more than 250 positions, or almost 17% of the workforce. The
reduction was obtained through a combination of attrition, early retirement and layoffs.

We expect the majority of the remaining restructuring liabi‘l‘ity at December 30, 2006 will be pz.:id in cash
during 2007, )

F-13
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PLAYTEX'PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS (Continued)

3. Restructurmg (Continued) ) : 2

The following tables summarlze the reslruclurmg actwmes for fiscal 2006, 2005 and_ 2004 (in lhousands)

Impact to Earnings : -
~ Charged Adjustments " Utilized. Net , .
Beginning . to . and Changes = — . Ending
. ) . ) Balance Income  to Estimates Cash Non—Cash  Balance
‘Fiscal 2006 ~ T
" Realignment Plan - ~ ' : :
. Severance and related expenses . ..., .. .. $ 3,849 § 487  $(795) $(2981) § — § .560
Early retirement obhgauons e 13 — — (13 - =
Lease commitments. .. ... ............... 488 - - (49) (214) — 225
o Total ..o $ 4350 -§ 487 $(844) $(3,208) § — § 785
Fiscal 2005 ) : '
" Realignment Plan . } o
Severance and related ekpenscs_ . $10,075 % 1,608, § — $(7.834) .$ — § 3,849
Early retirement obligations . ............. — 2,072 — (344) (1,715) 13
“Lease commitments. . ................... — 544 — (56) - — 488
CoTotal L $ 10075 § 4224 § — $(8,234) $(1,715) $ 4,350
Operational Restructuring Plan .
Severance and related expenses . .......... § 600 8 — § — $§ (600} § — § —
-Fiscal 2004 ‘ :
Realignment Plan
-"Severance and related expenses . . ... S $ — §10,075 § — $ — § — 310,075
Operational Restructuring Plan ' . . T
Severance and related expenses . .......... £ 2478 § —  3(107) $(1,77) 8§ — § 600

. Gain (Loss) on Sale of Cértai_n Assets

In late 2006, we completed the sale of certain real estate properties, consisting of a building and land, which

“were no.longer required as a result of our 2005 Realignment program,, The properties-were located in Arnprior,

Canada and Dover, Delaware. We recorded a gain of $2.3 million ($2.0 million net of tax) which reflects the partial

utilization of the capital loss carryover generated in the non-core asset sale in 2005 Gross proceeds reccived in 2006

from the sale of these real estate assets were $2. 6 million, The carrymg value of the assets sold was $0.3 million.

In late 2005, we completed the sale of certain non-core brand assets. The divested brand assets included
intellectual property, inventory, molds and equipment for Baby Maglc Mr. Bubble, Ogilvie, Binaca, Dorothy. Gray,

Dentax, Tek, Tussy, Chubs and Better Off brands. We recorded a loss of $2.4 million as a result of the transaction.

- Gross proceeds received in 2005 from the sale of these brand assets were $55.7 million. The carrying value of the
asscts sold was $57.2 million and we incurred net fees and expenses relalcd to the sale of the non-core assets of $l 4
million.

2

In late 2004, we compieted the sale of the assets of the Woolite rug and upholstery brand. We recorded a gain
of $56.5 million as a result of the transaction. Gross proceeds from the;Woolite sale were $61.9 million. The carrying
value of the assets sold, including inventory, equipment and intellectual property, was $3.4 million and we incurred

fees and expenses directly related to the transaction of $2.0 million.
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: PLAYTEX PRODUCTS, INC. ‘
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

' . .
- . .

5.  Expenses Related to Retirement of Debt

In 2006, on varying dates, .we reﬁurchased on the open market, and subsequently cancelled, $49.0 million

principal amount of our 8% Senior Secured Notes due 2011 (“8% Notes™) and $51.3 million principal amount of '
our 94 % Sénior Subordinated Notes due 2011 (the “9 ¥/ o Notes,” together with the 8% Notes, the “Notes™), at a

premium of $6.0 million. As a result, we wrote off $1.4 m1111on of unamortized deferred financing fees; representmg
the pro—rata portion of the unamortized deferred ﬁnancmg fees associated with the repurchased Notes

In- 2005 on varying dates we repurchased on the open market, and subsequemly cancelled, $120 8 mllllon
principal amount of our 8% Notes at a premiummn of $9.8 million. In addition, we wrote off $2.1 million of unamortized

deferred financing fees, representing a pro—rata portion of the unamomzed deferred ﬁnancmg fees associated with '

the repurchascd 8% Notes.

T
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Centinued)

6. Balance Sheet Components

The components of certain balance sheet accounts are as follows (in thousands):

December 30, . December 31,
2006 2005

Inventories: - : : ,
Raw materials. .. .. ... e . $ 10,137 $ 10,000
WOTK @1 PLOCESS -« ot ittt e e 1,132 - 1,010
Finished poods . .. ... ... e © 0 49,683 51,099

S .. § 60952 $ 62,109

Net property, plant and equipment:

- Land and land improvements. .. .................... e P 5 3976 $ 4,403
Bu1ld1ng and building improvements. . .......... . ... ... .. . e, 35,349 37,138
Leasehold iMprovements . . . .. .....oout'ete et e, 4,893 4,847

v Fumniture and fIXtures. . . ... e 8,244 8,239
Information technology ..........o oo 16,970 15,484
Machinery and equlpment ......................................... 179,381 170,265

' 248 .813. 240,376
Less accumulated depreciation and amortization. . . ..................... {137,430) (130,062)
Total ........ e $ 111,383 $ 110314

Trademarks, patents and other intangibles, net: .

Trademarks and other indefinite-lived intangible assets . . ... ............. $ 109,849 $ 109,808

Patents and Other ... .. ...t 21,190 21,190

Less accumulated amortization .. ................ e < (8,820) (6,245)
Net i.. . ..o P - 12370 14,945
Total .5 SN $122219  § 124,753

Accrued expenses: . ' ) :

Advertising and sales promotion . . ...................0. i ieieiiiaa.. $ 25296 $ 24,520
Employee compensationt and benefits ... ........... ... ... ........... 23,257 21,245
Sun Care retUMS TeSEIVE * . ..ot vt aens e 10,832 8,005
£ S 10,101 11,810
Restructuring CoStS—CUITENT . . . .. ... i eie e i 654 4,272
OHBET. . . e 9,102 12,802
TOtal .o U $ 79242,  § 82654
Accumulated other comprehensive income (loss): ' o
" Foreign currency translation, net!™. . . ... ... ... .. e $ L1700 $ 1221
Gain on cash flow hedges, net®. . ... ... ... ....... P ) 180 —
Minimum pension and postretirement benefit liabilities adjustments net; o
inclusive of the adoption of SFAS No. 158 .. ... .. .. ............. (8,328) 4,319) -
Total .. $  (6,978)

(1) Net of tax effect of $0.6 million for each period presented,
" (2). Net of tax effect of $0.1 million at December 30, 2006.
'(3) Net of tax effect of $5.2 million at December 30, 2006 and $2.9 million at December 31, 2005
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

7.  Long—Term Debt

Long-term debt consists of the following (in thousands): -

December 30, December 31,
2006 2005
Variable rate indebtedness: ‘ .
Revolver ....... e e e e e $ — $ 6,020 -
Fixed rate indebtedness: ’
8% Senior Secured Notesdue 2011 ... ... ... .. ... ... ... 0 290,205 339,170
9%% Senior Subordinated Notesdue 2013, ..................ooo0 288,721 340,000
Total, ..ot e $ 578,926 3 685! 190

. 8% Notes — We pay interest on the. 8% Notes serni—annually on March 1 and September 1 of each year "The
8% Notes are secured by a first lien on intellectual property owned by Playtex Products, Inc. and its domestic
subsidiaries, the guarantors of the 8% Notes, and by a second lien on substantially all personal property and material
owned real property, other than intellectual property, owned by us and the guarantors of the 8% Notes. We do not’
have the option to redeem the 8% Notes from March 1, 2007 through March 1, 2008. At our option, we may redeem
the 8% Notes on or after March 1, 2008 at the redemption prices (expressed as percentages of prln(:lpal amount) listed
betow plus accrued and unpaid interest to the redemption date:

12 Months Beginning ' ‘Percentage

March 1,2008. .. .. ... . " 104.000
March 1,2009. ... .. . e 102.000

March 1, 2010 and thereafter ............. PP 100.000 .

9%% Notes — We pay interest on the %% Notes semi-annually on June | and December-} of each year. At
our option, we may redeem the 9%% Notes, in whole or in part, at the redemption prices (expressed as percentages. of

principal amount) listed below plus accrued and unpaid interest to the redemption date: .
12 Months Beginning - Percentage
June 1,2006 ... e 104.688
June 1, 2007 ...... e ’ 103.125
June 1, 2008 ... 101.563 .
June 1, 2009 and thereafter. . ... .................... 100.000 -

Revolver — Our revolver consists of a $100 million revolver in the U.S. and a $20 million Canadian dollar
revolver in Canada, collectwely “the Revolver.” Our Revolver expires in February 2009. The rates of interest we pay
on the Revolver are, at our option, a function of certain alternative short term borrowing rates such as the London Inter
Bank Offer Rate (“LIBOR”) plus an applicable margin, which fluctuates depending on certain financial ratios, or an
index rate based upon the prime rate or federal funds rate plus an applicable margin, which fluctuates depending on
those same financial ratios. The availability under our Revolver is subject to a borrowmg base calculation, which is
dependent upon the level of certain assets including eligible receivables, eligible inventory and eligible equipment, as
defined in the Revolver.. As of December 30, 2006, our availability under the Revolver was $61.9 million as reduced
for $3.8 million of open letters of credrt ' We pay a quarterly commitment fee on the avar]able but unused Revolver

* balance of 0.375% per annum.
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

7.  Long-Term Debt (Continued)

Our Revolver is secured by a first lien oh the vast majority of our personal property and a second lien on other
assets owned by us and the guarantors, and contains various restrictions and limitations that may impact us. These
restrictions and limitations relate to:

incurrence of indebtedness,

contingent obligations,

liens,

capital expenditures,

mergers and acquisitions,

asset sales, dividends and distributions,
redemption or repurchase of equity interests,

certain debt payments and modifications,

loans and investments,

transactions with affiliates,

changes of control,

payment of consulting and management fees, and
compliance with laws and regulations.

+ We amended our Revolver in 2006. The amendments allowed us to repurchase our Common Stock on the open

- market under certain conditions and allowed us to enter into non-speculative foreign exchange hedge contracts.

- Our Revolver and the indenture for our 8% Notes also grant rights of inspection, access to management, the
submission of certain financial reports, and requires us to make prepayments with the proceeds generated by us
resulting from the disposition of assets, the receipt of condemnation settlements and insurance settlements from
casualty losses and from the sale of equity securities under certain circumstances.

The indentures to the Notes also contain certain restrictions and requirements, Under the terms of each of these
agreements, payment of cash dividends on our common stock is restricted. Our wholly—owned domestic subs1dlar1es
are guarantors of the Notes (see Note 18).

The Revolver requires us to pay any outstanding principal at the February 2009 maturity date. There are
no other scheduled principal repayments for the Revolver or Notes. The Notes require us to pay any outstanding
principal at the 2011 maturity dates.

8. Treasury Stock _
At December 30, 2006, treasury stock consisted of 1,034,165 shares of common stock. On April 20, 2006, we

announced that our Board of Directors authorized a stock buy—back program to allow for the repurchase ofup toa |

maximum of §15 million of our Common Stock from time to time in open market or privately negotiated transactions in
fiscal 2006 to allow us to mitigate the dilutive impact of our equity compensation programs. In 2006, we repurchased
one million shares of our common stock on the open market at a cost of $11.6 million as part of the stock buy-back
program. The objectives of this program were satisfied and the program expired at December 30, 2006. The remaining
shares of treasury stock represent forfeited restricted stock. These forfeited shares may only be used to fund future
grants of equity under our Stock Award Plan (see Note 10 for a description of our Stock Award Plan.)

9.  Income Taxes

The provision (benefit) for income taxes is the tax payable or refundable for the period plus or minus the change
during the period in deferred tax assets and liabilities. Deferred income tax assets and liabilities are calculated for
differences between the financial statemeént and tax bases of assets.and liabilities. These differences will result
in taxable or deductible amounts in the future. Valuation allowances are established, when necessary, to reduce
deferred tax assets o amounts we believe are more likely than not realizable.

Income before income taxes are as follows (in thousands):"

Year Ended
December 30, December 31, December 25,
L ’ 2006 2005 -2004
U S $42,181 - $19,217 $51,421°
Foreign........... .. e e 5,576 3,855 3,376
Total ... $47,757 $23.072 354,797
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* Qur provision (benefit) for income laxes are as follows (in thousands):

Year Ended .

December 30, December 31, ~ December 25,
o -2006 2005 2004
Current: . s .
Federal ... ..... B $10,676 $ 4,379 $ (5,083)
Stateand local ... . . e " 1,085 871 896
Foreign...................... . R 1,454 . : 1,520 . 1,946
R C : 13,215 - 6,770 (2,241)
Deferred: . : ' ’ '
Federal ....... e e e - 2,746 350 1,985
State and local e . .o - L07 175 . 250
Foreign . . ... e e _ 521 . 98 (704)
. . —_— o 4,338 . 3,774 1,531
TOtal . oo T $17553‘.' $10,544 $ (710)°

Our prov1snon (benefit) for income taxes differed from the amount computed usmg the federal statutory rate of
35% as follows (m thousand%)

Ll Y - . - -

fa

, : ~Year Ended
December 30, I?ecembcrtil, " December 25,
. : ' - ’ 2006 . 2005 - 2004
Expected federal income tax at statutory rates ... ............... $16.715 - $-8075 -+ $19,179
State and local income taxes ........ o - 1,401 - - 680 - 745
Deferred tax expense for undistributed forelgn earnings .......... - 1,327 835 755
Dividends received deduction, net . . .. ....... ... .. . ' — (6,806) —
Change in valuation allowance for capital loss carryforward .. ... .. (605) N 5,599 " (17,793}
~ Non—deductible goodwill associated with sale of non—core brands . . - - 2834 —
Benefit of favorable tax audits ... ............ .o oo (1,300) —_ (2,300)
Other,net ... ovcvuinnnn... U SO I IR (7.X) (796)
Total provision (benefit) for income taxes ............... SR $17,553 $10,544 $ (1

In tate 2005, we divested certain-non-core brand assets'(see Note 4) resulting in a $2.4 million loss for financial _
reporting purposes. This divesture included $8.1 million of non—deductible goodwill'and a $16.0 million capital loss
for tax reporting purposes.. The future tax benefit of the capital loss carryover that expires in 2010 was fully reserved
through an increase to the valuation-allowance due to the uncertainty of its future utilization. .In 2006, we utilized
$1.7 million of th1s capltal loss carryover as a result of gains generated from the sale of certain real estate.

» On January 13, 2005, the U.S. Treasury issued Notice 2005-10 that prowded 1n1tlal guidance for the special '

7 _ repatfiation provision provided by The American Jobs Creation Act of 2004. In response, we developed and

implemented Domestic Reinvestment-Plans (the “Plans™) in 2005. The Plans provided for our Canadian and Australian
subsidiaries to pay dividends totaling $23,7 million in multiple installments'during 2005. The dividends were used to

* pariially fund our 2005 U.S. .advertising program. We had fully provided U.S. taxes for the undistributed earnings of

our Canadian and Australian subsidiarics at the statutory rate. As aresult, we recorded tax benefits of approximately
$6.8 million to reflect the reduced tax rate associated with these special repatriations, which is substantially below
the statutory rate. At December 30, 2006, the undistributed earnings of our Canadian and Australian subsidiaries,
for which we have fully provided.U.S: taxes, were $3.5 million and $1.7 mitlion, respectively.
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-
2 N

In 2002 the U.S. Treasury issued new regulations that réplaced the loss dlsallowance ru]es appllcab]e to the sale

of stock 'of a sub51d1ary member of a consolidated tax group. These regulations permltted us to utilize a previously
'dlsallowed $135.1 million tax capital loss that resulted from the sale of Playtex Beauty Care, Inc. during fiscal 1999.
This was‘utilized on December 15, 2003 in conjunction with the retirement of.the then-outstanding related party

notes.” In 2004, we recorded a tax benefit of $17.8 million for an additional utilization of-the capital loss carryforward -

to offset a capital gain resulting from the sale of the Woolite assets (see Note 4) The remammg $44 3 million capital
foss carryforward expired on Deccmber 25,2004.

Taxable and deductible temporary dlfferenees and tax credit carryforwards which give rise to our deferred tax
assets and liabilities at December 30, 2006 and December 31, 2005 afe as follows (m thousands)

December 30, December 31,

o . 2006 . . 2005 .
Deferred tax assets: - : e e
* Allowances and reserves not currently deductible. . . . . e P $19,002 = $14,646
- Postretirement Benefits TESEIVE - - - . . oo oot e - 6,353 . 5,987
Capital loss carryover: . ... .. ... i e 5,028 - 5,634
Tax basis in foreign subsidiaries ........... e A : 1,589 1,589
Net operating loss carryforwards .. .................... ... e : 446 . . 608
Tax credits and contribution carryforward. . .. ... ... P e : 367 . 520
Other. it S 1,681 - 1,298
‘Subtotal.............. e 34,466 30,282
Less: valuation allowance .. ................. e PP - ' (5;028) ) - (5,634)
Total ......... P . o ieaan... 29438, - 24648
Deferred tax liabilities: o . N '
Trademarks and other 1ntang1b]es ....................... e 53,878. 48,013
" Property, plant and equipment . . . . .. e o 28,154 . 29,222
Undistributed income of foreign subsidiaries ........... e ' 1,995 545
Other................ e FRUURO ro633° . 2
TOtal L. 84660 - 77,801
Deferred tax liabilities, net .. ............ e e L. 855, 2 $53 153

The change in the valuation allowance of $0 6 million durmg 2006 relates to the partlal utthzatlon of the capital
loss carryforward resultmg from the non—core asset sale discussed prekusly, for ‘which a- valuatlon .allowance
was previously established.. Deferred tax assets are regularly reviewed 10 determme their reahzabllny based on

management’s consideration of historical taxable income, estimates of future. taxable income, ‘and timing and .
" amounts of reversing deferred tax liabilities. - A valuatlon allowance is established to reduce recorded deferred tax
assets to amounts considered by management to be more, hkely than not reahzable ;

‘We have available net operating. loss carryforwards (“NOLS“) ‘of $l 3 million at December 30, 2006 that
expire in years 2009 through 2012. These NOLSs relate to losses generated by Carewell. Indusiries, Inc. prior to our

acquisition of them. We can utilize these NOLs, with certain Ilm:tatlons on our federal, state and local tax returns.
We expect to utilize these NOLs prior to their expiration. * -
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10. Stock-Based Compensation Plans

At December 30, 2006, we had stock-based awards outstandmg under two stock-based compensation plans
which are described below.

The Playtex 2003 Stock Option Plan for Directors and Executives and Key Employees of Playtex Products,
Inc. (the “2003 Stock Option Plan™) was approved by shareholders at the our annual meeting on May 15, 2003 and
permits the granting of non—qualified stock options, incentive stock options and stock appreciation rights (“SARs”)
to directors and employees. The 2003 Stock Option Plan will terminate on May 14, 2008. For options awarded prior
to 2007, the option award was granted with an exercise price equal to the closing market price of Playtex Products,
Inc. common stock on the day prior to the award date. Fof options awarded subsequent to 2006, the exercise price will
be based on the closing stock price on the award date. Except for formula grants to certain non—employee directors,
which vest over.three, four and five—year periods, stock option awards generally vest annually over three years of
continuous service. Starting in late 2004, certain awards vest annually over approximately three years of continuous
service and based upon attaining certain annual performance targets as established by the Compensation and Stock
Option Committee of the Board of Directors (the “Compensation Committee”). There are two types of performance
stock options. The first type is market condition performance stock options, which were granted to certain members
of senior management and vest based upon achieving a specified average common stock price target for the fourth
quarters of 2005, 2006 and 2007. The average stock price targets increase each year of the vesting period. The
2006 price target was achieved and the eligible options vested in the first quarter of 2007. The second type of
performance options generally vest annually over approximately a three-year period of continuous service and upon
attaining certain annual performance targets (other than stock price performance) as established annually by the
Compensation Committee. If the service period requirements or the annual performance targets are not attained for
the non—market condition performance options, the associated vesting tranche is forfeited. Options under this ptan
expire ten years from the date of the award unless otherwise specified in the award agreement. Under this plan, at
December 30, 2006, we had: 7,297,105 options authorized but unissued, 5, 388 541 options outstanding (includes both
valued and non-valued) and 2,508,564 options available to grant.

The Stock Award Plan was approved by shareholders at our annual meeting on May 16, 2005, permits the
granting of incentive stock options, non-qualified stock options, SARs, restricted stock, restricted stock units and
stock bonus and performance compensation awards to employees, directors and consultants. The Stock Award Plan
will expire on October 2, 2014. At December 30, 2006, we have awarded restricted stock, performance restricted
stock and performance restricted stock units under this plan. The restricted stock awards were granted to certain
non—-employee directors and vest annually over approximately three years of continuous service. The performance
restricted stock and performance restricted stock unit awards were granted to certain employees and generally vest
annually over approximately a three year period of continuous service and upon attaining certain annual performance
targets as established by the Compensation Committee. Ifthe service period requirements or the annual performance
targets are not attained for the performance restricted stock or the performance restricted stock unit awards, the
associated vesting tranche is forfeited. Under this plan, at December 30, 2006, we have: 4,000,000 shares authorized,
44,392 restricted shares and 1,025,589 performance restricted shares and units outstanding, 350,317 shares have
vested and been distributed free of restrictions and 2,579,702 shares available to grant. Subsequent to December 30,
2006, 284,189 shares of performance restricted stock awards vested.

Prior to January 1, 2006, we accounted for stock-based compensation in accordance with SFAS No. 123,
“Accounting for Stock Based Compensation,” as amended by SFAS No. 148, “Accounting for Stock-Based
Compensation—Transition and Disclosure.” As permitted by SFAS No. 123 and SFAS No. 148, we followed the
intrinsic value approach of APB No. 25 and FASB Interpretation No. 44, “Accounting for Certain Transactions
Involving ‘Stock-Based Compensation, an Interpretation of APB No. 25" issued for determining compensation
expense related to the issuance of stock options. Accordingly, we did not record any compensation expense for
our stock options that vested solely on continuous service since the exercise price was equal to the fair market
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value of our common stock on the grant date. However, in accordance with APB No. 25, in the 12 months ended
December 31, 2005, we recorded $8.0 million-of compensation expense. related to the issuance of restricted stock
’ performance based restrlcted stock and pcrformance -based options. .. : :

On January 1, 2006 we adopted the prov:snons of SFAS No. 123 (R) which requires us to measure all employee

stock—based compensation awards using a fair ‘value method and recognize such expense in our consolidated
financial statements. In addition, SFAS No. 123 (R) requires additional accounting related to the income tax effects .

and addmonal dlsclosure regarding the cash flow effects resulting from stock-based payment arrangements.

- We adopted SFAS No. 123 (R) using the modified prospective transition method in which compensation cost
- is recognized beginning January 1, 2006 for all stock—based awards granted on or after that date and for all awards
granted to employees priof to January 1, 2006 that remain unvested on that date. Under-this. transition,method,
compensation cost recognized.in fiscal 2006 includes: (a) compensation cost for all stock-based awards granted
prior to, but not yet vested as of January 1, 2006, based on the grant date fair value estimated in accordance with the
original provisions of SFAS No..123, as adjusted for an estimate of the ‘number of awards that will be forfeited-and
* (b) compensation cost for all stock—based awards granted on or “after January 1, 2006 based on the grant date fair
~value estimated in accordance with the provisions of SFAS No. 123 (R). Previously, we had recognized the impact
of forfeitures as they occurred. The grant date fair value of the awards generally vests over-the sérvice period.
Total stock compensation expense assoelated with stock options, restricted stock awards and restricted stock units
recogmzed by the Company for the fiscal year ended December 30, 2006 was $8.4 million, or $5 3 million net.of
taxes. This cxpense is |ncluded in 3G&A expenses,

‘In flsca] years prior to 2006, the attribution method used to determine com'pe;lsation cost varied based on the
type of stock-based award. For performance-based options with either a performance or market condition, and
restricted stock with a performance condition, all of which vest based on continuous service and the Company’s
. attainment of the performance or market condition, we used a straight-line method of recognizing compensation
" cost over the service period when attainment of thé performance or market condition was determined to be probable.
For stock options and restricted stock awards that vested solely based on continuous service, we used the accelerated
method of recognizing compensation costs (for pro forma disclosure purposes only) for awards with graded vesting.
The accelerated method treated tranches of a grant as separate awards, amortizing the compensation costs over each
vestmg period within a grant. For example, for an award vesting ratably over a three-year perlod the associated
" compensation expense was recognized as follows: 61% in the first year, 28% in the second year, and 11% in the third
year. Beginning in fiscal 2006, as allowed by SFAS No. 123 (R), we elécted to recognize compensation costs for all
new awards using the straight-line method, amortizing the expense ratably over the service pefiod for the award, or
one—thlrd per year for an award vesting ratably over approximately a three year period.

In order for options and restricted stock awards to be valued, a grant date must be determined. Those options
and restricted stock awards for which a grant date has not been determined are considered “non-valued.” Certain
of our performance-based options and performance-based restricted stock awards vest annually over approximately
a three year period. For these awards, the annual performance target for each vesting year is determined during the

first quarter of that vesting year. The date that the associated annual performance target is set is considered the grant '

date under SFAS No. 123(R) and is the date we measure the. fair value of those previously issued but non-valued
awards

We estimated the fair value of equity awards granted during the fiscal year endéd December 30, 2006 on the date
of grant using the Black-Scholes “option-pricing formula. The following weighted average assumptions were used to
value the 2006 grants: expected life ranging from 5.1 years to 6.1 years; expected stock volatility of 38%; risk—free

" intefest rate range of 4,58% to 5.06%; and expected dividend yleld of 0% during the expected term. We estimated

-the fair value of option’ ‘awards granted prior to January 1, 2006 usmg the Black—Scholes optlon pricing formula, with
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the exception of performance-based options that vested based on achievement of targets for the Company’s stock
price.- These options were valued using a Monte Carlo simulation valuation model. See Note 1 for the Black—Scho]es
weighted- -average assumptions for grants made during the pnor two fiscal years,

T

The followmg table summarizes our stock option activity for the year ended December 30, 2006:

) ) Weighted
. . . L ' © Average
) Number Weighted Remaining Aggrepate
of Average Contractual Intrinsic
Options Exercise Term - Value
{In 000’s) Price {Years) (In 000’s)
Outstanding valued optlons at December 31,2005 .. ... .. .. 5374 '$ 908 R
Granted ... ... el R e ' 412 $10.93
Exercised..:. ... .............. e e (454) $10.06
Expired .. ... .. (116) $13.93°
Forfeited . ... ... . i e (149) $ 983 . _
Outstanding valued options at December 30,2006 . . . . . .. .. 5,067 $901 | 6.6 8274857
Outstanding valued vested options and options expected to : _ ‘
vest in the future at December 30,2006, .............. 5,000 $ 9.01 6.4 $27.134
QOutstanding non—valued options expected to vest. . ........ 277 $10.96 89 . - 946
Qutstanding expected to vest (valued and non-valued). . . ... 5277 5 9ll 6.5 $28,080

Exercisable at December 30,2006, ........... e 3,204 $ 9.60 5.7 $15,593

The following table summarizes our restricted shares and restricted steek units (“RSU”) activity for the year
ended December 30, 2006:

Weighted
Average
Shares Weighted - Remaining
‘and Average Contractual
RSU’s ~  Grant Date Life
' ’ {In 000's) ‘Fair Value -(In Years)
Outstanding valued at December 31, 2005 ........ S © 365 £10.74 '
Granted™. .. .... .. e e e : 499 © . $10.59
Vested ........ T e e e e (350) $10.74
Forfeited .................... LR (20) $1055 - .
Outstandmg valued at December 30 20067 . 494 $10.60 - - - 02
Qutstanding valued and expected to vest in the future®™. . ............ 484 $10.78 0.2
Outstanding non-valued and expected tovest® . .. ... .............. 534 N/A 1.3

Outstanding expected to vest (valued and non—valued) ............... 1,018 NA 08

48] Includes 6 thousand valued RSUs granted to international associates.
(2) Includes 12 thousand non-valued RSUs awarded to international associates.

Total intrinsic value of options exercised during the year ended December 30, 2006 amounted to $1.3 million
and during the vear ended December 31,'2005 amounted to $2.2 ‘million. There were no options exercised during
fiscal 2004, As of December 30, 2006, there was approximately $2.6 million of total unrecognized compensation
costs related to our valued stock options and restricted shares that are expected to vest, which will be recognized over
a welghted average period of approximately 0.6 years.
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. The following table summarizes our stock opnon activity, and includes all options awarded (i.c. both valued

" 2005

and non-valued option awards) for the years ended December 31, 2005 and December 23, 2004,

2004
Weighted Weighted
. Average ~ Average
Options Exercise Options Exercise
. (In 000’s) Price " (In 000s) ‘Price
Outstanding at beginning of year ............... PP 7,642 $ 9.44 7,426 $10.91 -
Granted ............................................ 1,329 © © 10.34 2,820 0 6.99
Ex‘erc1sed .......................................... (1,307) 930 o e '
Expired. . ... .. (117) - 796 - A84) - 13.00
Forfeited........ P . ‘ . 1,698) 11.10 (2,520) 10.88
Outstanding atendof year. . .. - .. L L. 5,849 743 7,642 9.44
Opuons exercisable at year—end ........................... ‘ 2,863, 10.19 4,156 11.15
Weighted-average fair value : - :
of options granted duringtheyear. . ..................... $ 524 -§262.

11. Earnings Per Share ~

The following table explains how our basic and diluted Earnmgs Per Share (“EPS”) were calculated for the last
three ﬁsca] years (in lhousands except per share data)

- . . : " Year Ended

DPecember. 30, December 31, December 25.
2006 2005 2004
Numerator: _ _ |
© Neti income ... FRTRT e $30,204 $12,528 $55,507 .
Dengmmatg ) .
~ Weighted average common shares outstandmg —Basic........... 62,416 61,837 61,216
Effect of Dilutive Securities:
Dllutwe effectof restricted stock . ............... .. ... : 194 113 . —
Dilutive effect of performanee based stock optlons .......... ' 227 58 —_
Dllutwe effect oftlme based stock opnons e 700 . 544 9
Wnghled average common shares outstandmg — Diluted. ........ 63:5‘37 62,552 . 61,225
Earnin a . . .
Basic and diluted .. ............ e e $ 048 $ 020 $ 091

The basic, weighted average shares outstanding do not include non-vested shares of restricted stock. The
shares of restricted stock are included in our issued and outstanding shares but are considered “contingent shares”
for purposes of GAAP and are therefore excluded from basic weighted average shares outstanding,

Basic EPS excludes all poterltially dilutive securities. Basic EPS is computed by dividing net income by the
weighted average number of common shares outstandmg for the period. Diluted EPS includes all dllutwe securitics.
Potentially dilutive securities include stock options and restricted stock granted to our employees and members of our
Board of Directors.” At December 30, 2006, December 31, 2005, and December 25, 2004, the Company had common
stock equivalents totaling 1.6 million shares, 1.9 million shares and 7.6 million shares, respectively, which were not
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11. Earnings Per Share (Continued)

included in the diluted EPS calculation, since their impact would have been anti=dilutive. Diluted EPS is computed
by dividing net income by the weighted average number of common shares outstanding for the period plus the number
of additional common shares that would have been outstanding if the dilutive securitiecs were issued. In the event the
potentially dilutive securities are anti—dilutive on net income (i.e., have the effect of increasing EPS), the impact of -
the potentially dilutive securities is not included in the computation.

.

12. Commitments and Contingencies'

Our leases are primarily for facﬂltles manufacturlng equipment, automobiles and information technology
equipment. We lease certain facilities, which have original lease terms ranging from one to fifteen years. The
majority of our facility leases provide for a renewal option at our discretion, some of which may require increased
rent expense. Some of our facility leases also contain pre—determined rent increases over the lease term, although
such increases are not material to our operating results. In addition, certain of our facility leases require payment
of operating expenses, such as common area charges and real estate taxes. The majority of our leased equipment
contains fair value purchase options at the end of the lease term. Future minimum payments under non—cancelable
operating leases, with initial terms excéeding one year, for fiscal years ending after December 30, 2006 are as
follows: $6.3 million in 2007, $4.3 million in 2008, $3.8 million in 2009, $3.4 million in'2010, $1.7 million in 2011

“and $1.6 million in later years. Sublease rental income commitments are $0.4 million in the next fiscal year.

Rent expense for operating and month—to—-month leases amounted to $8.8 million for fiscal 2006 and 2005
and $9.9 million for fiscal 2004." Sublease rental income was $0.4 million for fiscal 2006, 2005 and 2004." Our two
largest rental agreements include a provision for scheduled rent increases. For leases entered into prior to 2005, we
have not recorded expense on a straight—line basis over the rental term as described in SFAS No. 13, “Accounting
for Leases” and FASB Technical Bulletin 85-3, “Accounting for Operatmg Leases with Scheduled Rent Increases”.
However, we have compared rent expense as recorded to the amount of rent expense using the stralght—lme method
and determined that the differénce was immaterial. -

_ In the ordinary course of our busingss, we may become involved in legal proceedings concerning contractual

and employment relationships, product liability claims, intellectual property rights and a variety of other matters.
We do not believe that any pending legal proceedings will have a material impact on our financial position.or results
of operations. ' '

13. - Pension and Other Postretirement Benefits . ' T

Defined Benefit Pension Plans — Substantially all of our U.S. houtly and most of our Canadlan employees

participate in company-sponsored pension plans. At December 30, 2006, approx1mately 1,000 participants were

covered by these plans and approxlmately 500 of them were receiving beneﬁls We use a December 31 measurement
date for our plans. :

-
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. Changes in pension benefits, which are retroactive to previous service of employees, and gains and losses on
: - pension assets, that occur because actual experience differs from ‘assumptions; are amortized over the ‘estimated
: . .average future service period of employees. Actuarial assumptions for the plans include the following and are based
* -on a calendar year—cnd measurement date:

Pension Plan © . Other Beneflts
¢ Year Ended i ’ Year Ended’
. ) December 30, December 31, December 30, December 31,'
R .- ) . 2006 2005 2006 2005
! '-'A'ssumptions Used to Determine Benefit Obligations: '
U.S: Plans: . . . :
Discountrate .. ....... S 6.00% - 5.75% 6.00% 5.75%
Rate of compensation mcrease .................. 3.50% 3.50% N/A - N/A
- Canadlan Plans: ‘ ) P ’
Discountrate ... ......... ..o iiinnnnnan.. - 5.25% 525% - N/A N/A
. ~ Rate of comipensation increase... . . . . e 3.50% 3.50% N/A N/A
A tions Used to D termine Net Periodic Benefit ' T
. US. Plans; ‘ :
. - .Discountrate .. ....... .. ... .. ... ........... 5.75% 6.00% 575%. 6.00%
' Expected return on plan assets. ..... . e 8.50% 8.50% N/A N/A
N . Rate of compensation mcrease .................. 3.50% 3.50% - N/A_ ' . N/A
. Canadlan Plans: o _
Lo Y DISEOURETAE L L. C525% 6.00% N/A N/A
- ... Expectedreturnonplanassets. .. ... ... . B.00% 800% - NA T NA
Tr Raie of' compensation increase .................. 3.50% 3.50% " N/A ) N/A

ln selectmg an assumed discount rate, we consnder current]y available rates of retuin on high quality fixed

income investments expected to be available durmg the period to maturity of pension benefits. The selection is

' made by, referencmg published bond indices, such as the Moody’s Aa and the Citigroup Pension Liability Index, and
ad_lustmg those rates for differences in the term of the bonds and the payment stream of our obllgatlons

o Net- pen51on expense for fiscal 2006, 2005 and 2004 i is included in operating income in the Consolidated
i ,'Statemems of [ncome and- mcludes the following components (in thousands):

. :- o : - ' Yéir Ended
i ' O . ‘ December 30, i?ecem'ber 31, December 25,
; . Net Pension Expense: ‘ ) o 2006 2005 2004
c L USEIVICE COSt . L e $°1,086 = 81,523 $ 1,427
w7, Interestcost..... e U S 3444 -~ 3 377 3,177
‘ "Expected return on plan assets .......... P (4,616) (4,487 (4,304)
‘ Loss due to spccnal termination benefits. . . .. [, —_ 1,438 .=
- K Amortlzatlon of prior service cost . . ... L 12 12 13
-7" . Recognized actuarial loss .. . . . .. R G P 451 321 . 131
# " Loss due to curtailments . . ... .« ........... . e . J— 108 419
,. - - .Amortization of transition obligation . .............. YRR e 23 3 37
e " Net pension eXpense. .. ... .. ...t $ 400 $2315 % 905
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

13. Pension and Other Postretirement Benefits (Continued)

Reconciliation of the change in benefit obligations, change in plan assets, and the funded status of the plans for
fiscal 2006 and 2005 are as follows (in thousands): '

December 30,  December 31,

: . 2006 ' 2005
. Change in Benefit Obligation i : ‘
Benefit obligation at begmnmg ofyear ... $62,785 $54,682
‘Service cost . .. .. A 1,086 1,523
Interestcost .. ............ IOy PP 7 3444 - 13,377
Actuarial (gain)loss ........0....... e "(1,386) .. . 3,848 .
Benefits paid . ... ..o il (3,233) *© (3,205)
Loss due to special termination benefits. .. ... ... ... . o L oo L — - 7 1,438
Curtailments ... :l................. TR RS ) — 721
Foreign currency exchange rate Changes. . . ... ..veiiiii e S {(19)- 4017
Benefit obligationatend of year ... ........ ... o 0 i $62,677 . $62,785
Chanige in Plan Assets ‘ ' _ '
Fair value of plan assets at beginning of year. . .................. AU e - $55,875 $53,857
Actual return on planassets . ....... ... s - 5,140 3,590
Benefits and expenses paid . ....... ... e (3,233) (3,228)
Employer contributions.. ... e A, 1,094 1,367
Foreign currency exchange rate changes. . .. AU S e S5y ' 289
Fair value of plan assets at end ofyear e $58.861 - $55,8"}‘5
Amounts Recognized on the Balance Sheet consist of: ' ’ o
Before'adoption of SFAS No. 158: . . ) _ . “
" Prepaid benefit COSt . .. ... u ittt L i %4217 .8 =
- Accrued benefit liability. ... 7. [ (588). (2,457)
lmanglble ASSEL. .t S e e . 343 - 379
Accumulated other comprehenswe INCOME . . oottt e e P 2,091 . 7,510 -
Net amount recognized before adoption of SFAS No. 158 ........ el $ 6,123 . '§ 5432 .
After adoptlon of SFAS No. 158: e A 7
« Nencurrent llabllltles e e PR e . C .3 (3816).- .
Net amount recognized after adoption of SFASNo. 158................. . ‘s (3,816)
Amounts Recognized in Accumulated Other Comprehenswe Income, o L
Before Tax, consist of: " e
: Net actuarial loss ......... TR . A - $°9,5% B
* Net transition obligation. . ........................, . A s 214
Net prior service cost . . . ........... e ) 129
Net amount recognized. ... ...t SRR e 0§ 9939

The adoption of the recognition portion of SFAS No. 158 resulted in a charge of $7.8 mllllon before tax, to
- _accumulated other comprehenswe income in fiscal 2006.

- Amounts expected to be recogmzed in net permdlc pension expense in fiscal 2007 (in thousands)

-Actuarial loss recognition. . . ... e e e $294

Amortization of PHIOT SETVICE COSE . .« . Lottt ettt it et e et iae e s e 12,

Actuarial obligation . .. ... .. . e e 24
Total amount expecled to be recognized in fiscal 2007 e e $330
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PLAYTEX PRODUCTS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Contmued)

13.  Pension and Other Postretirement Benefits {Continued) -

Included in the totals above are our Canadlan plans which have accumulated benefit oblrganons in‘excess of

plan assels as follows (in thousands): ;
December 30, December 3I,-
- . 2006 2005
Projected benefit obligation . ... ........... ... ., e e e . $9,065- © §8.395 .
Accumulated benefit obligation. ... ... .. ... ... - - 8,508 . 7,665
Fair value of planassets-. . ........ ... ... ... ... ............... T < 7,920 6,571 -

. Included in the totals above is our U.S. plan, which has accumulated benefit obhgatlons in excess of plan assets,
for fiscal 2005 only, as follows (in thousands): '

; December 30, - December 31,

_ _ _ 2006 L 2005
Projected benefit obligation .. .......................... e $53,612 - $54,390
Accumulated benefit obligation. ... ... ... .. ... ... ... .. T 50,686 _ - 50,667
Falrvalueofplanassets....'....................— ........................ 5094(] . 49304

The accumulated benefit obligation for all defined benefit pension plans at December 30 2006 and December 31,
2005 was $59.2 million and $58.3 million, respectrvely '

The pension plans assets are invested primarily in ﬁxed income ‘and equrty ‘mutual funds marketable equlty
securities, insurance contracts, and cash and cash equrvalents The plans do not invest in any Playtex Products, Inc.

securities. The weighted average asset allocations at December 30, 2006 and December 31, 2005, by asset category,
were as follows:

Plan Asse‘t.Allncation at:.

Target December 30, - December 31,
. Allocation 2006 2005
Asset Category (U.S. Plan) - RN
Equity: . . e 40% o 41% 41%
Debtsecurities. . ........... .. ... oo W _60% 7 59% _99%
Total ... 100% _l____OO‘% ‘ LQ%'_

The Canada pension plan, which constitutes 14% of consolrdated fair value of plan assets, at December 30,
2006, has a shghtly different target allocatlon which was essenually 50% equity and 50% debt securities. -

The main objectives of the plans are to: maintain the purchasing power of the current assets and all future
contributions, to have the abllrty to pay all benefits and expense obligations when due, to achieve a “fundmg eushlon

_to maximize return within prudent levels of risk, and to control the cost of admlmstermg the plan and managing .

investments. The investment horizon is greater than five years and the plan’s strategic asset allocatlon is based on a
long—term perspective.

In determining lhe expected return on plan assets, the market related ~value of plan assets for the pen51on plan is
equal to fair value.

In selecting the expected long—term rate of return on assets assumptlon we considered the - average rate of
- income on the funds invested or to be invested to provide for the beneﬂts of these plans. This included cons1dermg
the trust’s asset allocation and the expected returns likely to bé earned over the life of the plans
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

13. Pension and Other Postretirement Benefits (Continued) -

Postretirement Benefits Other than Pensions — We provide postretirement health care and life insurance
benefits to certain U.S. retirees. These plans require employees to share in the costs. “Practically all of our U.S.
personnel hired prior to January 1, 2004 would become eligible for these postretirement health care and life insurance
benefits if they were to retire from the Company. Employees hired on or after January 1, 2004 may participate in the
plan; however, they must pay the full cost of the coverage. .

The components of the net ﬁeriodic postretirement benefit expense, which is included in operating income in
the Consolidated Statements of Income for fiscal 2006, 2005, and 2004, are as follows (in thousands):

" Year Ended
December 30, Dcecember 31, December 25,
2006 2005 ° 2004

Net Periodic Postretirement Benéfit Expense '
Service cost — benefits earned during the period . ............... $§ 586 & 661 $ 676
Interest cost on accumulated benefit obligation ... ............... 963 ° < 942 1,143
Amortization of prior service benefit . . .. ......... .. ... .. (2,334) - (2,334) ' (2,334)
Recognized actuarial loss . . ........... e 882 886 1,282

Net periodic postretirement benefit expense .. ................ § 97 $ 155 5 767

Reconciliation of the change in benefit obligations, change in plan assets, and the funded status of the plans for
fiscal 2006 and 2005 are as follows (in thousands)

December 30, December 31,

2006 T 2005
Change in Benefit Obligation
Benefit obligation at beginning of YEAT 5 16,422 $ 20,282
G EIVICE COSE o . et ittt et e e e " 586 661
INMErESt COSt . ..o ver e e oo e e e - 962 942
Retiree contributions........... e 673 563
Actuarial loss (gain) .......... R P 973 . (4,166)
Benefits paid . . . .. e T DN (2.023) (1,860)
Benefit obligation at end of year-. .. ..... .. e e © §17,593 $ 16,422
Change in Plan Assets
Fair value of plan assets at beginning of year ............................... 3 — ) —
Employer contributions . . . .................. T P 1,350 1,297
Employee contributions. . ........ S N P 673 563
Benefits paid ......... D SR . (2,023) (1,860)
Fair value of plan assets atend of YEAar, .. ..., e P e $ —
Amounts Recognized on the Balance Sheet consist of:
Before adoption of SFAS No. 158:. . . . : .. .
Funded status at year-end. ... ...... e $(17,593)  $(16,422)
Netactarial loss ........... .. .. i i 10,229 10,138
Net prior service cost ... . .. . '. ........... e e (6,404) (8,738)
" Net amount recognized as a noncurrent liability before adoption of '
SFASNo. 158 ... ................. e $(13,768) $(15,022)
After adoption of SFAS No. 158: _
Current liabilities . . . .. .. e P $ (1,065)
Noncurrent abilites. . ... ... . i e (16,528)
Net amount recognized after adopﬁon of SFASNo. I58. . ........... ... $(17.593)
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

13. Pension and Other Postretirement Benefits (Continued)
Amounts Recognized in Accumulated Other Comprehensive Income, Before Tax, consist of (in thousands):

Dccember 30,
2006

. Net ac_:ruariél oSS R e $10,229

Net Prior SErVICE COSL. . . ..ottt e (6,404)
Netamountrecognized. .. ...... .. ... -3 3,825

Amounts Expccted to be Recognized in Net Periodic Postretirement Expense in Fiscal 2007 (in thousands):

Actuarial loss reCOgMItion. .. ... .. . 5 847 l
Amortization of prior service credit. .. .. ... ... L e 2,334)
Total amount expected to be recognized in fiscal 2007 .. .. ... .. ... ... ... ... . L $ (1,487)

The adoption of the recognition portion of SFAS No, 158 resulted in a charge of 33.8 million, before tax, to
accumnulated other comprehensive income in fiscal 2006 for postretirement benefits other than pensions.

On a combined basis for the pension and other postretirement benefits, the adoption of SFAS No. (58 resulted
in a charge of $11.6 million, before tax, to accumulated other comprehensive income at December 30, 2006.

The components of the $4.2 million actuarial gain for 2005 was the result of certain plan changes ($2.4 million),

the impact of the Medicare Part D subsidy ($1.5 million) and the demographic and cost trend assumpllons .

($0.3 million).

-

The assumed health care cost trend rate and discount rate were 8.50% and 6.00% in 2006, respectively, compared
t0 9.00% and 5.75% in 2005, respectively. The assumed heaith care cost trend rate is anticipated to trend down until
the final trend rate of 5.00% is reached in 2014. A one percentage point increase or decrease in the assumed health

* care cost trend rate would change the sum of the service and interest cost components of the fiscal 2006 net periodic
postretirement benefit expense by less than 1%. A one percentage point increase or decrease in the assumed health
care cost trend rate would change the postretirement funded status as of December 30, 2006 by less than 1%.

Cash Flows

We are reqmred to contribute approximately $0.9 million to our pension plans during the next fiscal year
beginning on December 31, 2006 and ending on December 29, 2007. In addition, wc estimate that we will be

required to pay approximately $1.3 million to fund the current year cost of our postretirement benefit plans for our -

retirees.

The following benefit payments, which reflect expected future service, as appropriate, are expected to be paid
{in thousands):

Pension . Other

) Benefits Benefits
2007 e $ 3,053 $1,096
200 e e 7,033 1,129
2009 ... e 3,143 1,126
2000 ......... ... PP 3,236 1,156
2011...... e e e e e e e 3,350 1,139
Years 2012 through 20016 .. .. ... ... . i 19,735 5,974

Defined Contribution Benefit Plans — We also provide four defined contribution plans covering various

employee groups, two of which have non—contributory features. The amounts charged to income for the defined .

contribution plans totaled $6.8 million, $6.6 million and $7.5 million for our last three fiscal years ended 2006, 2005,
and 2004, respectively.
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‘PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued}

14. Business Segments and Geographic Area Information

We are organized into three core business segments, Feminine Care, Skin Care and Infant Care, and one
non-core business segment, which included all other brands not classified in one of the three core categories. In late
12005, we sold certain assets of the non—core business segment as well as certain assets in the Skin Care segment. In
late 2004, we sold certain assets related to the Woolite brand, which was part of the non-core business segment. For

. comparative purposes, we have included all of these divested assets into a “Divested” business segment to provide a
~ +. more meaningful comparison of operatmg results, as impacted by the brand asset sale, ;

Our Feminine Care segment includes a wide range of plastic and cardboard applicator tampons, as well as
complementary products, marketed under such brand names as: . ] T

’

; jol- Plastic applicator tampons: ‘ ¢ Cardboard dpplicator tampods: .
~  Playtex Gentle Glide, and —~  Playtex Beyond. ) :
- . Playtex Sport. . * Personal Cleansing Cloths.

" Our Skin Care segment includes the following brands:

-

* Banana Boat Sun Care products, . Playrex Gloves.
» - Wet Ones pre—mmstened towelettes, and

K

- Qur Skin Care segment previously included Baby Magic baby toiletries and Mr. Bubble children’s bubble bath,-
, «which were divested in late 2005. Asa result we have reclassified the results of these brands lo the Divested segment
for all perlods presented :

" Our lnfant Caré segment mcludes the following brands: g

- Playtex disposable feedmg products, ¢ Diaper Genie diaper disposal systems, ‘

L]

® Playtex reusable hard bottles, *  Playtex breastfeeding products, and
o Playtex cups and mealtime products, = - e  Playtex Hip Hammock child carrier..

s Playtex pacifiers, . : «

Our Divested segmcnt includes the non— core brands lhat were divested in 2005 and 2004.

Our business’ segmcms resu]ts for the last three fiscal periods are as follows. Corporate meludes general
and administrative charges not allocated to the business segments as well as all restructuring charges, equity -
" compensation charges and amortization of intangibles (in thousands):- .

Year Ended
December 30, 2006 December 31, 2005 December 25, 2004
~ Net Operating Net . IOperating Net Operating
. Sales Incame Sales : Income Sales Income
Femininé Care ............. e $ 220422 § 69,469 $229,729-'$ 73,156 $227,057 $ 69,090
SkinCare ................ e 230,796 55,508 195,729 43,121 183,308 33,402
Infant Care ....... e 175,930 43,284 169,793 44,685 165,964 .44 837
T Subtolal ....................... 636,148 168,261 595,251, 160,962 - 576,329 147,329
Divested ......... e e — — 48,555 8361 - 90,567 11,457
Subtotal . ............. ... ..... $ 636,148 168,261 $643,.806 169,323 $666,896 158,786
Corporate-. . .. ........ S : (58,208) (69,968) - . (27,643)
Total............... e " $110,053 ~ § 99,355 $131,143
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

14. Business Segments and Geographic Area Information (Coﬁtipued) o

The amount of depreciation allocated to each business segment is as follows (in thousands):

Year Ended
December 30, December 31, December 25,
. . © 2006 2005 2004
Feminine CATe . ... ooo ot $ 4,551 $ 4,661 $ 4,430
SN Care .o e e -2,045 - 2,234 1,920
InfantCare ............. e 3,758 3,622 . 3,397
o Subtotal L. 10,354 10,517 9,747
DHVESIEd - . o oo e e e e — 467 " 659
Depreciation included in segment operating income. . ............... 10,354 10,984 - 10,406
Depreciation not allocated tosegments . .. ........ ... ... ...... L 4,452 4,800 Y4362
Consolidated depreciation. . . ..................... e oo, 814806 1 $15.784 3 14,768

Net sales and operating income represents sales to unafflllated customers only. Intergeographic sales are
minimal and are not disclosed scparately. Net salcs and operatmg income within the U.S. include all 50 states and

_|ts terntones "Corporate charges that are not allocated to segments (see preceding table) are included in operating

income for the US. International net sales and operatmg income represents business activity outqldc of the U.S. ands
its terrltorles and export sales to foreign distributors (m thousands)

1

- Year Ended

December 30, 2006 - December 31, 2005 - December 25,2004 *

Net ; ’ Operati‘ng ) Net  Operating ’ Net 'Operating

. Sales Income . Sales Income Sales . . Income
United States. .. .......... ... veuun... $559,482 $:'92,697 3§ 5'73',70>1 3 84,944 5599356 S§116,872
International . ....................... . 76,666 17356 70,105 T 14411 67,540 14,271
CTotal oo IR RTPRO $636,148 $110,053 $643,806 § 99.355 $666.896 $i31,143
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OTES TO CONSOL]DATED FINANCIAL STATEMENTS (Continued)

14. Business Segments and Geographic Area Information (Cbntinued)

Identifiable assets by geographic area represent those assets that are used in our operations in each area. U.S.
includes all 50 states and its territories, and International represents assets outside of the U.8. and its territories
(1n thousands):

December 30, December 31,

Identifiable Assets - - | _ 2006 2005

Uited States™. . ............ T .S 906078 S 980,024

Internationall® . . . 21,552 - 22173
Total .......oooeiii... S e e e $ 927630 31,002,197

(1) - All goodwill and trademarks reside in the United States. Includes other long-lived assets, net of $123.7 million
in 2006 and $125.2 million in 2005. _

'(2) The majority. of our international identifiable assets are related to our Canadian subSLdlary, which includes -
long-lived assets, net of $0. l million in 2006 and 2005.

“At Decembcr 30, 2006 and December 31, 2005, goodwill by business segment was $246 6 miltlion for. Femmme
Care §118. 8 million for Skin Care and $120.2 million for lnfant Care.

+

15. Business and Credit Concentratlons

) Most of our customers are dlspersed throughout the United States and Canada. Wal—Mart Stores, Inc., our
largest customer, accounted for approximately 29% of our consolidated net sales in 2006 approximately 28% in 2005
and in 2004, Target Corporation, our second largest customer, accounted for approximately 12% of our consolidated
net sales in 2006, approximately 13% in 2005 and approximately 11% in 2004. No other customer accounted for more
than 10% of our consolidated net sales in fiscal 2006. Qutstanding trade accounts receivable related to transactions -
with our largest customer were $19.3 million at December 30, 2006 and $19.4 million at December 31, 2005.
. Outstanding trade accounts receivable related to transactions with our customers ranked second through tenth in net
sales, ranged from $11.2 million to $1.8 million at December 30, 2006 and ranged from $12.7 miltion to $1.4 million
at December 31, 2005. Sales to these customers were made from all of our business segments.

. 16. Disclﬂsure about-the Fair Value of Financial lnstruments

- Cash, Receivables, and Accounts Payable — The carrying amounts approximate fair value because of thc
short—term nature of these instruments.
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PLAYTEX PRODUCTS,'INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

16. Disclosure about the Fair Valué of Financial lnstruments (Continued)

Long—term Debt and Other F inancial Instruments — The fair value of the following fi 1nanc1a] instruments was

. ;:stlmated at' December 30, 2006 and December 31, 2005 as follows (in thousands)

December 30, 2006 December 31, 2005 -
) Carrying * Estimated Carrying  Estimated
o R ’ o . . Amount Fair Value Amount Fair Value -
-+ 8% Senior Secured Notes due 2011 . ....................... " $290,205 $302,901 $339,170 $362,064
9%% Senior Subordinated Notes due 019 288.721 300,992 340,000 357,000
_ Revalver®. .. ... PR SN — — 6020 - 6,020
- % -

17. ' 'Quarterly Data (Unaudited)

The followmg is a summary of our quarterly resuits of operations and market price data for our common stock
for ﬁscal 2006 and 2005 (in thousands, except per share data):

) First Second ‘Third ~ Fourth
Fiscal 2006 Quarteér Quarter Quarter Quarter

Operating income

NEtICOME . ..ottt e e et et et e 9,419 10,290 4,011 6,484
Earnings per share, basic and diluted® .o $ 015 8 016 $§ 006 $ 0.0
First = . Second Third Fourth i
Fiscal 2005 - Quarter Quarter ' Quarter Quartér
Netsales . ...« $186,685 § 177,014 $146,649 $133,458
Gross profit......... e e 99,672 92,526 = 78,550° 72,070
Operating'income- . .................... oo, 40,570 30,407 21,078 7,300
Netincome (loss) ............... T 14,969 6,162 3371 (11,974)
Earnings per share, basic and diluted™ . ....... ... ... ..., § 0624 %8 010 % 005 % (019

{1) The estimated falr value was based on quotes provided by independent securities dealers.
(2) Our Rcvolver is'a vanable rate instrument and the'carrying amount approximated its fair value because the rate
. .of interest on borrowing under the Revolver is a function of short—term borrowing rates.
(3) Earnings per share data are computed independently for each of the periods presented As a result, the sum of
the earnings per share amourits for the quarters may not equal the total for the year.
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

18.. Condensed Consolldatlng Fmanclal Information

The payment obllgatlons of our Notes, which were issued by the parent company, Playtex Products Inc., are
guaranteed by our wholly—owned domestic subsidiaries (the “Guarantors™). The Guarantors are joint and several
guarantors of the Notes. , Such guarantees are irrevocable, full and unconditional. The guarantees are senior
subordinated obligations and are subordinated to all senior obligations including guarantees of our obligations under
the Revolver. Our wholly—owned foreign subsidiaries (the “Non-Guarantors™) do not guarantee the payment of our
Notes. For a'listing of our wholly-owned subsidiaries that are Guarantors and Non-Guarantors, see Exhibit 21(a)
filed with this Annual Report en Form 10-K. .

The following information presents our condensed consolidating financial position as of December 30, 2006

" and December 31, 2005 and our condensed consolidating statements of income and cash flows for each of the last

three fiscal years 2006, 2005 and 2004. The presentation is made as follows:

i

¢ the Company on a consolidated basis, ' the combined Guarantors, and  »
e the parent company only, _ » the combined Non-Guarantors.

-

Condensed Consolidating Balance Sheet

_as of December 30, 2006 . ‘ .
(In thousands) ' ’
. Parent Non—. 3
Assets Consolidated Eliminations Company CGuarantors  Guarantors
CUFTENE ASSEIS ... ... oooeeee i ?enenn, $ 199,730 $ 73. § 118361 § 62,813 S 18483
Investment in subsidiaries. ................ —  (494,145) 487,981 6164 . —
Intercompany receivable . ... . ... PR —  (191,283) — 186,783 " 4,500
Net property, plant and equipment .. ........ 111,383 — 3 111,320 60
Intangible assets. . ..:. ... ..oo.. .. e 607,829 — 416,942 190,887 . —
Other noncurrent assets. , .......... T 8,688 __ (1,202) 8180 _ . 305 _ 1,396
© Total assels . . oo e e $ 927,630 $(686,557) $1,031.476 $ 558,272 $ 24,439 _
_Liabilities and Stockholders’ Equity . oL . L
- Current liabilities. .. ............... e $ 114025 § (24149 $ 96978 § 5912 § 13,549
Intercompany payable . . .................. —  (190,071) -~ 161,191 26,579 2,301
" Long—termdebt. ... ... .. I L 578,926 —  s789%6 . —
Other noncurrent liabilities . .. ....... e 92,413 73 52,115 40,293 . (68)
-Total liabilities .. ..... ... o000 785,364  (192,412) 889,210 72,784 - 15,782
Stockholders’ equity .. ... ... ... ..., 142,266 (494,145) 142,266 485,488 8,657
Total liabilities and stockholders’ equity ... § 927,630 $(686,557) $1.031476 § 558272 § 24439
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NOTES TO CONSOL[DATED FINANCIAL STATEMENTS (Cnntmued)

-18. - Céndensed Consolidati'ng Financial Information (Continued)

Condensed Consolidating Balance Sheet
as of December 31, 2005
(In thousands)

"Parent -

: . N . Non-
Assets e . R ) (fonsolidated. tliminations T Company. Guarantors  Guarantors
© CUrrentassets L ... ... ...z ... w. $.268261- 8 589 $§ 181,370 § 66437 § 19,865
Investment in subsidiaries. . ............... * —  {475,783) 471,640 4143 © —
Intercompany receivable .. ... ..... e e = (174,749) - 174,683 . 66
- Net property, plant and equipment . ... ... . - 10,314 — : 2 110,199 - 113
Intanglble ASSES, . ..t e L 610,363, — 418,131 192,232 —
" . Other noncurrent assets. ... ............... 13,259 — 12,013 - 952 294
- Totalassets...\........co0 ..t $1,002,197  (649,943) ' $1,083,156¢ $ 548,646 °$ 20,338
Liabilities and Stockholders® Equity T .- ' ' o
Current liabilities. . . . . . 85 119,603 §-  (668) § 102983 § 10,060 $ 7,228
" Intercompany payable . ... .. ... . — (174,749 137,054 . 37,241 - 454
Long~termdebt. . ....................... 685,190- — 679,170 — 6,020
‘Other noncurrent liabilities . .. ... .. PR . 83,287 1,257 " 49832 33,237 . (1,039) -
~ 'Total liabilities .. ..................... 888,080  (174,160) 969,039 80,538 12,663
Stockholders’ equity . . . .. e 114,117 (475,783) 114,117~ 468,108 7,675
- Total liabilities and stockholders’ equity . . ©  $ 1,002,197 $(649,943)" $1,083,156 §$ 548,646 $ 20,338
Condensed Conselidating Statement of Income
For.the Yéar Ended December 30, 2006
(In thousands)
> . " Parent Non-
. Consolidated  Eliminations Company Guarantors  Guarantors
v Netrevenues.......................... $ 636 148 $(384,305) $:.607,065 S 354,994 . §. 58,394 -
. Cost of sales. [... .o ... . Lo 0292323« . - (309,564) 301,174 266,654 .34,059
‘ "Gross profit, ... ... T Lo 343,825 (74,741) 305,891 88,340 - 24335
Operating expenses: o : ' -
:~Selling, general and administrative .. ... .. o233, 898 (74,74 1) 224,995 65,018 -18,626
‘Restructuring, net. . . . . P S35ty — (488) — 131
~-Amortization of intangibles . ... ...... = 2 575 — 2,139 . 436 L —_
. Total operating expenses -. . . . . . Lot 23665 (74.741) 226,646 65,454 18,757 -
. Gain on salé ofcertéin assets ........ S 2,344 — L — 1,695 649
‘ Operatmg income ., . ... e . o 110,053 — 79,245 24,581 6,227
. Intefest expense, net ... .. ... ..., e 54,796 — 54,700 — 96
Expenses related to retirement of debt, net.. 7431 — 7431 — —
Other expenses. . :........ e 69 — — — 69
Equity in net income ofsub51d1ar1es .. o 21,702 (17,910) (3,792) . —
Income before i income taxes. . . e 47,757 (21,702) 35,024 28,373 - 6,062
Provision for income taxes .............. T 17553 e 4,820 10,885 - 1,848
Net income ... ... O P 1% 30204 $(215702) S 30,204 S 17,488 § 4,214
o i,
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PLAYTEX PRODUCTS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Contmued)

18. Condensed Consolidating Financial Information (Continued)

Condensed Consolidating Statement of Income
For the Year Ended December 31, 2005
(In thousands)

Parent Non-
i Consolidated ©  Eliminations Company Guarantors  Guarantors
Netrevenues. . oo oo vt eie s $ 643,806 $(374,673) § 597,153 § 367941 § 53,385
Costofsales........... e 300,988 (313,179) 302,103 280,418 31,646
Gross profit. ... .. e L 342,818 {61,494y - 295,050 87,523 21,739
Operating expenses:
Selling, general and administrative .. . .. 233,996 (61,494) 209,861 69,207 16,422
Restructuring, net. .. ............. L 4,224 — 3,092 374 - 758
Amortization of intangibles ... . ;... .. 2,822 — 1,594 1,228 —
Total operating expenses. . ......... 241,042 (61,494) 214,547 70,809 17,180
{Loss) gain on sale of certain assets .. ... .. (2,421) — {8,592) 6,171 —
Operating income . ... ......... L 99,355 — 71,911 22,885 4,559
Interest expense, net . ... ............. = 64,396 — 68,394 (3,868) (130)
Expenses related to retirement of debt, net. . 11,866 — 11,866 — —
Otherexpenses. .. ..............oouie.. : 21 — — 21
Equity in net income of subsidiaries. ... ... — 34,945 (32,559) (2,386) —
Income before incometaxes. . ...... '23,0.72 (34,945) 24,210 29,139 4,668
Provision (benefit) for income taxes. ... ... 10,544 — 11,682 (2,607) 1,469
Netincome .. ................... $ 12528 § (34945 § 12528 % 31,746 3 3,199
Condensed Consolidating Statement of Income
For the Year Ended December 25, 2004
(In thousands)
s Parent Non-
Consolidated  Eliminations Company _ Guarantors Guarantors
Netrevenues . .........oovienennnennen.. © 8§ 666,896  $(420,182) $624,360 $411,253 $ 51,465
Costofsales ............ .. cciunrnoin. 323,157 (314,159) 307,288 299,347 30,681
Grossprofit.......... i, 343,739 (106,023) 317,072 111,906 20,784
Operating expenses: . -
Selling, general and administrative. .. ... .. 241,428 (106,023) 249,260 83,534 14,657
Restructuring, net . ... ................. 9969° - — 2,621 5,389 1,959
Loss on impairment of assets . ........... 16,449 — 12,683 . 3,766 —
Amortization of intangibles. .. . .......... 1,293 — 460 833 —
Total operating expenses ... .......... 269,139 (106,023) 265,024 93,522 16,616
Gainonsaleofassets ..................... 56,543 — 56,543 — —
Operating income .................. 131,143 — 108,591 18,384 4,168
Interestexpense, Net. . .....ovuurvunvnn.n .- 69,561 — 69,833 — (272)
Expenses related to retirement of debt, net . 16,432 — 6,432. . — —
Otherexpenses . . ......... 0o, 353 — 298 .- 55
Equity in net income of subsidiaries ......... — 15,603 (13,333), (2,270) —
Income before income taxes .......... ' 54,797 (15,603) 45 361 20,654 4,385
Provision (benefit) for income taxes ......... (710) — (10,146) . 8,331 1,105
Netincome. . ..o vvvr v eeannnenn $ 55507 §$ (15603) $ 55507 §$-12323 § 3,280
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PLAYTEX PRODUCTS INC.
NOTES TO CONSOLIDATED FINANCIAL'STATEMENTS (Continued)

1

* 18. Condensed Consolidating Financial Information (Continued)

'Condehsed Consolidating Statement of Cash Flows
“ For the Year Ended December 30, 2006
(In thousands}

Cash flows from operations: -
Netincome (loss) ......................... ~§ 30,204 “$ (21,702) § 30,204
-Adjustments to reconcile net income to net

Depreciation. . . -.................. . 14,806 — 1
Amortization of intangibles. . . ... ..... : 2,575 — 2,139 436 . —
Amortization of deferred financing costs . - 2,422 — 2,324 —_ 98 .
Equity compensation................. . 8,406 . T 8,406 — —
Deferred taxes . ..................... 7 4,338 — . {1,008) 5036 - 310
' Premium on debt repurchases . ... ...... 6,050 — - -6,050 . _— —
Write-off of deferred fees related to - e .
retirementofdebt. ....... ... ... .. 1,381 — 1,381 — -
Gain on sale of certain assets. . . ... ..... (2,344) — .. — ' (1,570) (774)
Other, net. . . ... T SO (71) 21,702 - (22,520) 1,872 (1,125)
Increase in net working capital . ... .. ... - 4,258 — 3 5 (524) .-4,467 .
Increase in amounts due to Parent. . ... .. . — — 28,154 . (227762) {5,392) .
: Net cash provided by operations . . . . . 72,025, — 55,446 14,718, 1,861
. Cash flows from investing activities: - . : -
"Capital expenditures . ................ (16,550) — (3) .(16,538) (9
Net proceeds from sale of assets . .. ..... - 2,635 — . —_ _1;861 < 774
Payments for intangible assets. . ........ - (4,587) — {4,546)- - .(41)- —
Net cash used for investing activities.. - (18,502) - — (4,549 (14,718 - 765
. Cash flows from financing activities: . T : e oo
' Long—term debt repurchases .. . ...... .. (100,244) — (100,244) — —
- Repayments under revolving credit . : .
. facilities- . ... ....... . ... 00 - (9,410) — (3,100) — (6,310)
Borrowings under revolving credit _ ' T
| facilities . .............. i, . 3,100 — 3,100 —
Premium on debt repurchases . ......... . {6,050} — (6,050) —_— .,
T A Proceeds from issuance of stock... "...... - .. 4,579 — 4,579 —J =
. ' . Purchases of Company- stock for treasury: ~ (11,551) — (11,55'1) — . —
' ’ Net cash used for financing activities . ¢, (119,576) — (113,266) — . {6,310)
.. Effect of exchange rate changes oncash . ... ... - 46 — — — 46
. * Decrease in cash and cash equivalents, . . . .. .. (66,007) — (62,369) - , (3,638}
' Cash ahd cash equivalents at ’ )
beginning of period. .. .................. 94,447 — - 88,362 l 6,084
"Cash and cash equivalents at end of period . . . .. § 28440 % — $ 25993 § 1 $§ 2446

- Consolidated”, Elimipations

Parent
Company

Non-
Guarantors - Guarantors

.cash provided by operations:

$17488 . §-4214
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" PLAYTEX PRODUCTS, INC:
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

¥

18. Condensed Consnlidatiﬁg Financial Information (Continued)

Condensed Consolidating Statement of Cash Flows
For the Year Ended December 31, 2008
{(In thousands)

F3%

Parent Non—
: .+ Consolidated Eliminations —Company  Guarantors Guarantors
Cash f'lows from operattons _ : _ ‘ :
Netincome....,........0 ... .. P R $ 12,528 $(34,945) $ 12,528 $31,746 $ 3,199
Adjustments lo reconcile net income to net cash : .
provided by operations: ' . : DU —

" Depreciation .. ... ... SO e - 15,784 — 13 15243. . . 528
Amortization of intangibles . ... ... ...... L 2,822 — - 1,594 1728 o —
Amortization of deférred financing costs. . . .. o 2,676 — -.2,676 . . w— —
Amortization of unéamed equity compensation - 8,029 — 6,606 1,423 —
Deferred taxes. . ... .. SRR P 3,774 — 12,809 (9,936) 901
Premium on bond répurchases . ............ o 9,759 — 9,759 — —

" Write—off of deferred fees related to retirement

T ofdebt......... AR 2,107 — 2,007 . — —
Loss {gain) on sale of assets ............... " 2,421 — 8,592 (6,171) —
Other,net ........0. .. .0 ST 2,124 34945 . (21,971) (10,948) 98
Increase in net working capital. e TR 715 — {9,356) 9,432 639
Increase in amounts due to Parent ... .. ... . — — 54,856  (55,332) 476

Net cash provided by operations. . ... ... . 62,739 — 80,213 (23 315) 5,841
Cash flows from investing activities: 1 ) o
Capital expendnures.' .................... - (10,372) — — (10 160) (21D
Nét proceeds from salé of assets. . .......... . 55732 - 14222 « 41,510 —
Payments for. intangible assets . .. .......... (38,807) — (6,328) (32,479 —
Net cash provided by investing activities.. -~ + 6,553 — 7,894 (1,129 . . (212) -
: Cash flows from financing activities: . ' ‘ S
Borrowings under revolving credit facilities . v 6,020 — _— — 6,020
Long-term debt repayments. . ............. (120,830} —  (120,830), — —
Prermnium on bond repurchases .. .. ... .. ... (9,759) — (9,759) . . - — —
Payment of financing costs. ............... .. (292) — = = (292)
Receipt (payment) of dividends ... ......... C — - — — 24,444 . (24,444)
VPro_ceeds,from issuance of stock. . .......... 12,159 — 12,159 — —
. Net cash used for financing activities. . . . . - (112,702) —  (118,430) - 24,444 (18,716)
Effect of exchange rate changes oncash........... 91 - e — 91
Decrease in ‘cash and cash equivalents’. . .......... (43,319 — 30,323y © - —  (12,996)
Cash and cash equivalents at beginning of period ... 137,766 — 118,685 * I 19,080
~ Cash and cash equivalents at end of period. ... ... .. $ 94447 § — % 88362 3% 1 $ 6084
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PLAYTEX PRODUCTS,INC:

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

18. Condensed Consolidating Financial Information (Continued)

Condensed Consoiidating Statement of Cash F li)ws“, '
For the Year Ended December 25, 2604
{In thousands) -

Pavent Non-
Consolidated  Eliminations Company Guarantors  Guaranfors
Cash flows from operations: - _
Netincome ................0.......... $ 55507  B(15603) % 55507 $ 12323 § 3,280
Adjustments to reconcile net income to : . A ' ‘
net cash provided by operations: Co
Depreciation . .. ........ Lt " 14,768 — 15 14,545 208
Amortization of intangibles ... ... .. ‘ 1,293 — 460 833 —
Amortization of deferred financing ‘ o :
COSES. ..ottt P 72,574 — 2574 R —
Deferred taxes. . ................. 1,531 . — (278) 12,626 (817)
Discount on bond repurchases . .. ... (450) — (450) — —
Write—off of deferred fees related to
retirementofdebt . . ........... 6,882 — 6,882 — —
Gain on sale of assets . ............ (56,543) — (56,543) — —
Loss on impairment of assets . . . . . . . 16,449. — 12,683 3,766 —
Other,net ....... e 1,855 15,595 (16,071) 1,160 1,171
Increase in net working capital. . . . .. 28.863 — 22,540 5,035 1,288
Increase in amounts due to Parent . . . _ — — 27,264 (26,636) (628)
Net cash provided by operations. . 72,729 (8) 54,583 13,652 4,502
Cash flows from investing activities: ' _
Capital expenditures.. . . .. P (13,871) — (9) (13,652) (210)
Net proceeds from sale of assets. . . . . 59,924 — 59,924 — —
Intangible assets acquired. ... ...... (3,504) — (3,504) — —
Net cash provided by investing
activities. ... ............. 42,549 — 56,411 (13,652) (210)
Cash flows from financing activities:
Borrowings under revolving
credit facilities. .. ............. 115,800 — 115,800 — —
Repayments under revolving credit _ ' -
facilities. ................. ... (115,800) — {115,800) — —
Long—term debt borrowings. . ... ... 467,500 — 467,500 — —
Long-term debt repayments. . . . . ... (460,750) _ — (460,750) — —
Discount on bond repurchases . . . . .. : 450 — " 450 — —
Payment of financing costs. ... ... .. (12,850) - {12,850) — —
Net cash used for financing
activities. * .. ............. (5,650) — (5,650) — —
Effect of exchange rate changes on cash . . .. ) 685 — — — 685
Increase (decrease) in cash and
cashequivalents .................... 110,313 (8) 105,344 — 4,977
Cash and cash equivalents at .
beginning of period. .. ............... 27,453 8 13,341 1 14,103
Cash and cash equivalents at : ]
endofperiod........... ........... $ 137,766 § — $ 118,685 $ i $19.080
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i N
) ' ) PLAYTEX PRODUCTS INC. . .
I SCHEDULE I1—VALUATION AND QUALIFYING ACCOUNTS . o

Years Ended December 30, 2006, Decémber 31, 2005 and December 28, 2004
' (In thousands) ) ‘ R

- ‘ Balance at »Addflions Write-off, Balance

Beéginning of Charged to Net of at End of

) ) i Period Income Recoveries . .-+ Period

"Description . R :
.. December2s,2004 - ' -
Allowance for doubtful accéunts™.”. %2, .. " $(1,077) $(YH 5(166) $(1,314)
| December 31,2005 - J _ _ - .
- Anowance for doubtful accounls..l...r...'.' $(1,314) $(750) $688 | $(1,376)
’ December 30,2006 ol | ) - o

Allowance for doubtﬁll accounts . . . .. . $(l,376) -$(148) $ 159 $(1,365)

(l) Includes allowance for doubtful accounts of our wholly—owned special purpose sub51dlary used in conjuncnon
“with a then outstanding receivable fac1]1ty of $668 in 2003 : y

H
Tt

F-41



- . : . E r
Lo  (This page intentionally left blank.} .
, . . . .
50 : ¢
- 1
S
b « .
4 .
L]
" . ) B . s
+ . ; : ) K . " . . N
RN * ", ; L - oo - . .t - s .
S - > B - - - - L LN A - - k3 al




Exhibit
No.

.

3(b)

4{a)

4(b)

10(a)

10()(1)

10(b)

10(c)

10(d)

10(e)

10(f)

10(g)

10(h)

10()

100)

PLAYTEX PRODUCTS, INC.
INDEX TO EXHIBITS

Description

* Restated Certificate of Incorporation, as amended through June 6, 1995, (Incorporated herein by

reference to Exhibit 3.2 of Playtex’s Form 8-K, dated June 6, 1995)
Restated By~taws of the' Company, as restated through June 7, 2005 (Incorporated herein by reference

" to Exhibit 3(b) of Playtex’s Form 10-K filed by the Company on March 14, 2006.}

Indenture dated, Ma)./ Zi, 2001 reiating to the 9 3/8% Senior Subordinated Notes due 2011 (the “Senior
Subordinated Notes™) among Playtex Products, Inc., as issuer, Playtex Sales & Services, Inc., Playtex
Manufacturing, Inc., Playtex Investment Corp., Playtex International Corp., TH Marketing Corp.,

Smile-Tote, Inc., Sun Pharmaceuticals Corp., Personal Care Group, Inc., Personal Care Holdings, Inc.,

and Carewell Industries, Inc., as Guarantors and the Bank of New York, as Trustee. (Incorporated

herein by reference to Exhlbn 4.1 of Playtex’s Registration Statement on Form S—-4 dated June 28,

2001, File No. 333-64070-03.)

Indenture, dated as of February 19, 2004 relating to the 8% Senior Secured Notes due 2011 (the
“8% Notes™), among Playtex Products, Inc., the guarantors named therein and Wells Fargo Bank
Minnesota, National Association, as trustee, in as an exhibit thereto the form of the note. (Incorporated
herein by reference to Exhibit 4.1 of Playtex’s registration statement on Form S-4, dated April 30,

12004

Deferred Benefit Equalization Plan, amended and restated effective January 1, 2002. (Incorporated
herein by reference to Exhibit 10(e)(1) of Playtex’s Annual Report on Form 10-K for the year ended
December 28, 2002.)

Amendment 2003-1 to the Deferred Benefit Equalization Plan, dated February 27,2003, (Incorporated
herein by reference to Exhibit 10(€)(2) of Playtex’s Annual Report on Form 10-K for the year ended
December 28, 2002.)

Playtex Incentive Bonus Plan. (incorporated herein by reference from Playtex’s definitive Proxy'
Statement on Form DEF 14A dated April 8, 2005.)

Playtex Products, Inc. Playtex 2003 Stock Option Plan for Directors and Executives and Key Employees
of Playtex Products, Inc. (Incorporated herein by reference from Playtex’s definitive Proxy Statement
on Form DEF 14A dated April 8, 2003.)

Playtex Products, Inc Stock Award Plan (Incorporated herein by reference from Playtex’s definitive .

Proxy Statement on Form DEF 14A dated April 8, 2005)

Form of Nonqualified Stock Option Agreement (Incorporated herein by reference to Exhibit 99.1 of
Playtex’s Current Report on Form 8-K dated June 16, 2005.) '

Form of Director Restricted Stock Award Agreement (Incorporated herein by reference to Exhlbxt 99 2

of Playtex’s Current Report on Form 8-K dated June 16, 2005.)

Form of Restricted Stock Award Agreement (Incorporated herein by reference to Exhibit 99.3 of
Playtex’s Current Report on Form 8-K dated June 16, 2005.)

Retirement Agreement and General Release, between Michael R. Gallagher and the Company.
(Incorporated herein by reference to Exhibit 10.1 of Playtex’s Form 8-K filed by the Company on June
23, 2004 (SEC file no. 1-12620.)

Employment Agreemem dated October 2, 2004 between Neil P. DeFeo, President and Chief Executive
Officer, and the Company. (Incorporated herein by reference to Exhibit 10(g) of Playtex’s Form 10-K
for the period ended December 25, 2004, dated March 10, 2005.)

Employment Agreement, dated October 2, 2004 between Kris J. Kelley, Senior Vice President Finance,
and the Company. (Incorporated herein by reference to Exhibit 10{h) of Playtex’s Form 10-K for the
period ended December 25, 2004, dated March 10, 2005.)
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- "Exhibit -
‘ Description

Nao, )
Amendment to Employment Agreement, dated December 9, 2004 between Kris J. Kelley, Executive

100)1) C
Vice President and Chief Financial Officer, and the Company. (Incorporated herein by reference to
Exhibit 10(h)(1) “of Playtex’s Form 10—K for the period ended December 23, 2004, dated March 10,

2005) . .
T0(k) Form of Retention Agreement dated as of July 22, 1997 between each of, James S. Cook and Paul
E. Yestrumskas.and the. Company. (Incorporated herein’ by reference to Exhibit 10.3 of Playtex 5

Registration Statement on Form S—4 dated August 29, 1997, File No. 333-33915.)

10(1) Change in Control Stock Award Agreement, dated June 16, 2005. with James S. Cook, Senior Vice
President of Operations (Incorporated herein by reference to Exhibit 99.4 of Playtex’s Current Report

on Form 8-K dated June 16, 2005.) - .
rlO(m) ‘lEmp]oyment Letter, dated January ‘12‘ 2005 between Perry Beadon, Senior Vice President, Global
Sales and the Company (Incorporated herein by reference to Exhrbtt 10(m) of Playtex’s Form 10-K

- filed by the Company on March 14, 2006).
Employment Letter, dated September 12; 2005 between Thomas M. Schultz, Senior Vice Presrdem

_ Research and Development and the-Company.
'lO(o) Amendment to Retention Agreements dated as of March 21 "2003 between each of James S. Cook,

‘ Paul E. Yestrumskas, and the' Company (Incorporated herein by reference to Exhibit 10(0) of P]aytex s
Annual Report on Form 10~ K for the year ended December 28, 2002)) -

10(p) "Amended Trademark ‘'License Agreement dated November 19, 1991 among Marketing Corporation
Apparel and Playtex Family Products. (Incorporated herein by reference to Exhibit 10(r) of Playtex’s

Registration Statement on Form S$-1, File No. 33-43771)
-lO(q) ‘ Amended Trademark License Agreement dated November l9 1991 by and between Apparel and
Playtex Famlly Products (Incorporated herein by reference to Exhibit 10(s) of Playtex’s Registration

Statement on Form S—-1, File No. 33-43771 J
100 Leasé Agreement between Playtex Products Inc. and Nyala Farms, Inc. dated June 3, 1994, as amended
January 12, 2005 (Incorporated herein by reference to Exhibit 10(q) of Playtex’s Form 10-K filed by

*10(n)

the Company on March 14, 2006). .
10(s} Agreement of Lease between Playtex Menufacturmg, Inc and Trammell Crow NE, Inc. (Incorporated
herein by reference to Exhibit 10(ai) of Playtex s Annual chort on Form 10-K. for the fiscal year

-

ended December 26, 1998.)
10(t) Lease Agreement between Playtex Manufacturmg, Inc. and BTM Capital Corporation, dated as of
* June 20, 1996. (Incorporated herein by reference to Exhibit lO(a_l) of Playtex’s Annual Report on Form

10-K for the year ended December 27, 1997)

10(u) Credit Agreement, dated February 19, 2004, amongst Playtex' Products, Inc., the guarantors named
therein and General Electric Capital Corporation, as agent, L/C issuer and a lender. (Incorporated
herein by reference to Exhibit 10.1 of Playtex’s Form 10-Q filed by the Comipany on May 5, 2004).

lO(u)(l) Amendment No. | to the Credit Agreement, dated October 27, 2004, amongst Playtex Products, Inc
the guarantors named therein and General Electric Capital Corporation, as agent and a iender |
(Incorporated herein by reference to Exhibit 10.1 of Playtex’s Form 10— Q filed by the Company on.

November 2, 2004). .
Amendment No. 2 to the Credit Agreement, dated October 27, 2004, amongst Playtex Products, Inc.,

10(w)i2)
the guarantors named therein and General Electric Capital Corporation, as agent and a lender
(Incorporated herein by reference to Exhibit.10.1 of Playtex’s Form 10-Q filed by the Company on
. May 12, 2003). :
10(u)(3) Amendment No. 3 to the Credit Agreement, dated November 14, 2005, amongst Playtex Products, Inc
the guarantors named therein and General Electric Capital Corporation, as agent and a lender

(Incorporated herein by reference to Exhibit 10(t)(3) of Playtex’s Form 10K filed by the Company on

March 14, 2006).
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Exhibit
No.

10(u){4)

10(w)(5)

10(u}(6)

*10(u)(7)

10(v)

*10(v)(1)

*21(a)
*23
*3LL

*31.2
*32.1

*32.2

Description

Amendment No. 4 to the Credit Agreement, dated November 21, 2005, amongst Playtex Products, Inc.,
the guarantors named therein and General Electric Capital Corporation, as agent and a lender

{Incorporated herein by refcrence to Exhibit 10{t)(4) of Playtex’s Form.10-K filed by the Company on

March 14, 2006).

Amendment No. 5 to the Credit Agreement, dated March 10, 2006, amongst Playtex Products, Inc.,
the credit parties named therein and General-Electric Capital Corporation, as agent and a lender
(Incorporated herein by, reference to Exhibit 10.1 of Playtex’s Form 10-Q filed by the Company on
May 11, 2006). ‘

Amendment No. 6 to the Credit Agreement, dated April 27, 2006, amongst Playtex Products, Inc.,
the credit parties named therein and General Electric Capital Corporation, as agent and a lender
(Incorporated herein by reference to Exhibit 10.2 of Playtex’s Form 10=Q filed by the Company on
May 11, 2006). ’

Amendment No. 7 to the Credit Agreement dated October 23, 2006, amongst Playtex Products Ino
the credit parties named therein and General Electric Capital Corporation, as agent and a lender.

1

Credit Agreement, dated November 28, 2005, amongst Playtex Limited, the guarantors named therein
and GE Canada Finance Holding Company, as agent and a lender (Incorporated herein by reference to
Exhibit 10(u) of Playtex’s Form 10-K filed by the Company on March 14, 2006).

First Amendment to Credit Agreement, dated October 23, 2006, amongst Playtex Limited, the
. guarantors named therein and GE Canada Finance Holding Company, as agent and a lender.

" Subsidiaries of Playtex. - .

Consent of KPMG LLP.

" Certificatiori by Chief Executive Officer pursuant to Rule 13a-~14(a) of the Securities Exchange Act of

1937, as amended (the Exchange Act).

Certification by Chief Financial Officer pursuant to Rule 13a-14(a) of the Securittes Exchange Act of
1937, as amended (the Exchange Act). '

Chief Executive Officer Certification Pursuant to Rule 13a— 14(b}) of the Exchange Act and 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Chief Financial Officer Certtﬁcauon Pursuant to Rule 13a—t4(b) of the Exchange Act and 18 U.S.C.
Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Exhibits marked with an * * ” are filed as a part of this Annual Report on Form 10-K, all other exhibits are
incorporated by reference as individually noted. Exhibits listed as 10(b) through and mcludmg 10(o) are management

- contracts, compensatory plans or arrangements.
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